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EXECUTIVE  SUMMARY 


The  Commonwealth  of  Massachu- 
setts faces  serious  infra- 
structure repair,  rehabilita- 
tion and  construction  needs. 
Aging  roads,  bridges,  and  mass 
transportation  systems  have 
not  kept  pace  with  the  demands 
of  a  growing  population;  the 
need  to  clean  up  and  protect 
our  environment  are  greater 
than  ever;  a  variety  of  state 
and  local  facilities  have  had 
maintenance  and  major  renova- 
tion needs  deferred  for  too 
long. 

At  the  State  level,  several 
key  agencies  and  authorities 
hold  responsibility  for  the 
majority  of  the  Commonwealth's 
infrastructure  elements.   Some 
have  extended  their  planning 
and  analytical  efforts  to 
gathering  information  on  needs 
at  the  local  level  as  well, 
where  responsibility  for  main- 
tenance and  construction  is 
the  responsibility  of  local 
government.   While  these  agen- 
cies conduct  capital  planning 
and  infrastructure  maintenance 
planning  to  various  extents, 
there  has  been  no  comprehen- 
sive overview  of  the  total 
infrastructure  needs  foreseen 
for  the  state,  so  the  magni- 
tude of  these  projected  needs 
and  their  attendant  financing 
needs  has  not  been  known. 

The  Special  Commission  on 
Infrastructure  Finance  was 
formed  to  address  the  concern 
for  financing  the  state's 
impending  infrastructure 
needs.   The  first  step  in  the 
Commission's  work  was  to  begin 
to  identify  the  magnitude  of 
this  need,  and  to  assess  its 
financial  implications.   This 


report  is  the  result  of 
research  conducted  to  date  by 
the  staff  of  the  Special 
Commission  with  consulting 
assistance  from  Trainor  and 
Company . 

Results  of  the  infrastructure 
finance  survey  are  reported  in 
six  areas: 

•  Transportation, 

•  Environment, 

•  Buildings  &  Grounds, 

•  Public  Housing,  and 

•  Miscellaneous  authorities 
and  quasi-public  organiza- 
tions. 

A  total  projected  new  need  of 
approximately  $29  billion  was 
found  through  the  survey,  of 
which  from  $21.5  -  22.2 
billion  will  be  new  state 
responsibility  —  debt 
financing  has  not  yet  been 
authorized  (Figure  1) . 


State  Infrastructure  Needs 
The  1990s 


Total:  $29  Billion 


State  Share 
75% 


Federal  Share 
25% 


Note:   Doee  not  Include  needs  of  Independent  authorltlee 
much  me  the  UWRA.  UASSPORT.  etc. 


Figure   1 


Figure  2  provides  an 
approxiamte  breakdown  of  the 
state-financed  need  of  from 
$21.5  -  22.2  billion  among  the 
areas  covered. 


Commonwealth  Financing  Needs  By  Area 
The  1990s 


Total  $216  -  22.2  Billion  |        Tran8p0rtation 
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Environment 
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Miscellaneous 
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Figure  2 

It  is  noteworthy  that  the 
state-responsibility  for 
transportation  need  does  not 
include  the  needs  identified 
by  Massport,  the  environmental 
need  does  not  include  the 
capital  needs  of  the 
Massachusetts  Water  Resources 
Authority,  and  the  buildings 
and  grounds  need  does  not 
include  needs  identified  by 
the  Higher  Education  Building 
Authority  —  three  agencies 
whose  identified  needs  total 
somewhat  more  than  $4.6 
billion  in  addition. 


the  Special  Commission  ($21.5 
-22.2  billion)  is  added  to 
the  Commonwealth's  outstanding 
and  authorized  but  unissued 
debt  of  $13.3  billion,  a  total 
potential  state  obligation  of 
from  $34.8  -  35.5  billion  can 
be  forecast.   Adding  the 
authorities'  identified  $4.6 
billion  need  results  in  a 
total  of  four  to  ten  year 
identified  needs  in  the  state 
of  from  $39.4  -  40.2  billion. 


Infrastructure  Needs  Identified 

State  Agencies  &  Independent  Authorities 

The  1990s 


New  State  Need 
55  % 


Total:  $39.4  -  40.2  Billion 


Independent 

Authorities' 

Needs 
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Figure   3 


The  Commonwealth's  high  level 
of  existing  debt,  its 
deteriorating  revenue  base  and 
budgetary  deficiencies 
indicate  that  it  must  limit 
its  level  of  tax  supported 
borrowing  to  meet  its 
infrastructure  needs. 


Further,  the  Commonwealth 
already  has  outstanding 
capital  and  infrastructure 
debt  of  approximately  $6.5 
billion,  and  authorized  but 
unissued  debt  for  previously 
identified  needs  totalling 
about  $6.8  billion,  for  a 
total  of  $13.3  billion. 

When  the  projected  new 
unfunded  capital  needs  for 
infrastructure  identified  by 


The  Commission  is  recommending 
that  the  current  tax  supported 
debt  issue  limit  of  $925 
million  be  maintained  for  the 
foreseeable  future.   This 
recommendation  is  based  on 
fairly  aggressive  economic 
projections  and  may  have  to  be 
adjusted  if  circumstances 
warrant. 

Limiting  amounts  of  yearly 
increases  in  tax  supported 


li 


debt,  however,  will  not 
resolve  the  Commonwealth's 
growing  infrastructure  needs. 
The  Special  Commission  is  also 
recommending,  therefore,  that 
the  Commonwealth  fund 
infrastructure  projects 
wherever  appropriate  with 
revenue  bonds  and  more 
importantly  that  it  consider 
raising  new  revenues  dedicated 
to  the  Commonwealth's 
infrastructure  needs.   It  is 
recommended  that  these  new 


dedicated  revenues  not  be  used 
to  increase  the  state's 
existing  debt  burden,  but 
rather  be  used  to  fund  a 
yearly  program  of  cash 
construction.   This  will 
enable  the  Commonwealth  to 
begin  to  attend  to  its 
infrastructure  needs  without 
further  jeopardizing  its 
credit  rating  or  paying 
interest  costs  on  borrowed 
monies. 
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SURVEY  OF  PUBLIC  SECTOR  INFRASTRUCTURE 

NEEDS  AND  POTENTIAL  DEBT 

(000s  Omitted) 


PROJECTED  CAPITAL  NEED 

Category/Aaencv  State  Share    Federal  Share  Total  Projected 

Transportation 

—   EOTC/DPW  $  5,283,000*     $  6,540,000 

—  6,060,000     —  7,317,000     $12,600,000 
">  MBTA  3.215.000**        415.000       3.630.000** 

Subtotal  8,498,000        6,955,000      16,230,000 

—  9,275,000     —  7,732,000 
Environment 

DEM  240,000***                       240,000*** 

DEQE  5,213,000           87,000       5,300,000 

'V  MDC  949.000           949.000 

Subtotal  6,402,000           87,000       6,489,000 

Buildings  &  Grounds 

DCPO  1,300,000                        1,300,000 
School  Building 

Assistance  2.400.000**                     2.400.000** 

Subtotal  3,700,000                        3,700,000 

Public  Housing 

EOCD  2.500.000                       2.500.000 

Subtotal  2,500,000                       2,500,000 

Miscellaneous 
Ma.  Convention 

Authority  335,000**                       335,000** 

Land  Bank  30,000**                       30,000** 
Ma.  Technology 

Park  Corp.  6. 000**                       6.000** 

Subtotal  371,000                        371,000 

TOTAL  $21,471,000      $  7,042,000     $29,290,000 
—  22,248,000     —  7,819,000 


*  Uninflated  1987  estimates 

**  Contract  Assistance 

***Includes  $75  million  for  local  assistance 


SURVEY  OF  PUBLIC  SECTOR  INFRASTRUCTURE 

NEEDS  AND  POTENTIAL  DEBT 

(000s  Omitted) 

Continued 


COMMONWEALTH  OUTSTANDING  AND  AUTHORIZED  BUT  UNISSUED 
GENERAL  OBLIGATION  DEBT  AS  OF  OCTOBER  24,  1989 
(000s  Omitted) : 


Outstanding 
$6,483,304 


Authorized 
Unissued 

$6,817,369* 


Total 


$13,300,673 


PROJECTED  CAPITAL  NEEDS: 


TOTAL  POTENTIAL  STATE  NEED: 


MAJOR  AUTHORITY  CAPITAL  NEEDS: 


$21.471.000  —  $22.248,000 
$34,771,673  —  $35,548,673 


MWRA 
MAS SPORT 

Higher  Education  Building  Authority 
Subtotal  Authorities: 


3,400,000 

1,000,000 

229.000 

$4,629,000 


TOTAL  OF  STATE  AND  MAJOR  AUTHORITIES 

FOUR  TO  TEN  YEAR  IDENTIFIED  NEEDS:    $39,400,673  —  40,177,673 


*  Does  not  include  authorized  unissued  guaranteed  debt  and 
contingent  liability  of  an  additional  $1,287,027  (000  omitted). 


I.  PURPOSE  AND  SCOPE 


Introduction 

"New  strategies  like  public- 
private  partnerships  will 
help.   So  will  federal 
initiatives  . . .  But  what  is 
really  needed  first  is  a 
national  consensus.   We  need 
to  better  define  the  scope  of 
the  problem  —  what  are  the 
specific  needs  for  all  levels 
—  and  then  identify  what 
resources  can  be  marshalled 
and  by  whom."  (Quote  from 
National  Council  on  Public 
Works  hearings.) 

This  heightened  awareness 
towards  it  deteriorating 
infrastructure,  the  need  for 
expanded  and  new 
infrastructure  and 
technologies,  and  a  new 
appreciation  of  state  and 
local  financing  limits,  has 
brought  together  our  public 
and  private  sector  leaders  to 
examine  a  national  priority  — 
infrastructure  management  and 
finance.   In  light  of  this 
interest,  study  groups  have 
been  formed  at  the  federal , 
state  and  local  levels  of 
government  to  address  and  find 
solutions  to  such 
infrastructure  issues  as 
capital  investment  strategies; 
better  planning,  budgeting  and 
management;  appropriate 
revenue  sources;  and  creative 
overall  structures  such  as 
infrastructure  or  development 
banks . 

After  numerous  attempts  to 
establish  infrastructure 
financing  solutions  within  the 
Commonwealth,  the  Special 


Commission  on  Infrastructure 
Finance  was  established  by 
Chapter  206  of  the  Acts  of 
1986  (continued  by  Chapter  1 
of  the  Resolves  of  1987)  to 
investigate  and  study 
alternative  methods  of 
financing  infrastructure 
construction  and  repair.   A 
first  for  Massachusetts,  the 
Commission's  charge  provides 
an  important  opportunity  for 
both  state  and  local  officials 
to  address  first-hand  the  most 
important  infrastructure 
management  and  finance  issues 
of  the  day. 


Purpose  and  Scope  of  This 
Report 

The  charge  to  the  Commission 
is  an  exceedingly  difficult 
one,  in  that  the  term 
"infrastructure"  covers  a  wide 
variety  of  physical  facilities 
providing  important  public 
services,  and  concerns  in  the 
past  several  decades  have  not 
been  such  that  the  need  for  a 
sound  inventory  of 
infrastructure  and  its  present 
and  future  needs  have  been  in 
general  a  priority. 

Partly  as  a  result  of  this 
latter  factor,  an  objective 
assessment  of  the  condition  of 
infrastructure  in  the 
Commonwealth  is  only  available 
on  a  very  spotty  basis.   Past 
research  studies  addressing 
Massachusetts •  needs  in  the 
context  of  this  national  needs 
have  noted  this  fact, 
applicable  both  in  the 
Commonwealth  and  other  states 


studied.   However,  some  sound 
information  is  available. 

At  the  State  level,  several 
key  state  agencies  and 
authorities  hold 
responsibility  for  the 
Commonwealth ' s  infrastructure 
elements.   Some  have  extended 
their  planning  and  analytical 
efforts  to  gathering 
information  on  needs  at  the 
local  level  as  well,  where 
responsibility  for  maintenance 
and  construction  is  the 
responsibility  of  local 
government.   While  these 
agencies  conduct  capital 
planning  and  infrastructure 
maintenance  planning  to 
various  extents,  there  has 
been  no  comprehensive  overview 
available  of  the  total 
infrastructure  needs  foreseen 
for  the  state,  so  the 
magnitude  of  these  projected 
needs  and  their  attendant 
financing  needs  has  not  been 
known . 

The  Special  Commission  on 
Infrastructure  Finance  was 
formed  to  address  the  concern 
for  financing  the  state's 
impending  infrastructure 
needs.   One  of  the  first  steps 
in  the  work  of  the  Special 
Commission  was  to  begin  to 
identify  information 
available,  and  efforts 
completed  by  state  agencies 
and  authorities  to-date,  that 
would  allow  the  identification 
of  the  magnitude  of  this 
infrastructure  need.   Research 
completed  to  this  end  will 
allow  the  Special  Commission 
to  begin  to  assess  the 
financing  implications  of  the 
needs  identified. 

This  report  is  the  result  of 
research  conducted  by  the 
staff  of  the  Special 


Commission  with  consulting 
assistance  from  Trainor  and 
Company . 

The  report  was  completed 
through  interviews  with,  and 
review  of  information  provided 
by  and  available  from,  key 
financial  and  other  agencies 
in  the  state  with 
infrastructure 

responsibilities,  as  well  as 
from  documents  of  public 
record  adn  public  hearings 
conducted  by  the  Commission. 
(See  Volume  2.)   As  such,  it 
is  important  to  note  that  the 
report  presents  an  incomplete 
picture  of  the  state-wide 
infrastructure  needs: 

•  Resources  available  did 
not  allow  the  Commission 
to  survey  units  of 
government  below  the 
state  level.   However, 
some  state  agencies  had 
completed  information 
gathering  at  the  local 
level  that  allow  some 
estimation  of  local 
needs:  areas  included 
road  and  bridge  needs, 
and  publicly-owned  dams. 

•  The  survey  concentrated 
on  identifying  the 
majority  of  known 
infrastructure  needs. 

A  comprehensive  survey  of 
every  state  agency  was 
not  completed. 

•  While  the  study/timeframe 
was  designed  to  cover  the 
period  from  FY90-FY99, 
state  agencies  with 
infrastructure 
responsibilities 
generally  do  not  prepare 
capital  plans  beyond  a 
five-year  planning 
horizon,  a  realistic 
outside  limit  for 


practical  cost 
estimation.   However,  in 
some  cases  where  debt 
service  or  other  needs 
were  known  beyond  this 
five  year  horizon  or 
slightly  beyond  the 
study's  FY90  -  FY99 
scope,  they  were 
included. 

The  report  is  thus  intended  to 
inform  and  stimulate 
discussion.   To  the  extent 
that  the  magnitude  of  the 
Commonwealth • s  infrastructure 
needs  become  clarified,  and  a 
report  such  as  this  expanded 
x.o   develop  new  information,  it 
is  the  intent  of  the  Special 
Commission  to  report  on  such 
new  information.   With  the 
magnitude  of  the  financing 
problem  beginning  to  emerge 
and  at  a  time  of  deteriorating 
state  revenues,  attention  can 
focus  on  the  details  of  the 
financing  strategies  which 
have  been  recommended. 


II.   TRANSPORTATION  NEEDS 


Survey  activities  regarding  the  Commonwealth's  transportation 
infrastructure  needs  concentrated  on  the  responsibilities  of 
Department  of  Public  Works  within  the  Executive  Office  of 
Transportation  and  Construction  and  the  Massachusetts  Bay 
Transportation  Authority. 

The  Special  Commission's  survey  identified  a  total  projected  need 
of  approximately  $15.6  billion;  about  44%  of  this,  or  $6.9 
billion  would  be  provided  from  federal  aid,  leaving  the 
Commonwealth  with  an  $8.6  billion  financing  need. 


PROJECTED  CAPITAL  NEED  (000s  omitted) : 

Category /Agency   State  Share  Federal  Share  Total  Projected 

Transportation 

EOTC/DPW          $5,283,000  $6,540,000     $12,600,000 

—  6,060,000  —  7,317,000 

MBTA                3,215.000  415.000       3.630.000 

TOTAL      $8,498,000  $6,955,000     $16,230,000 

—  9,275,000  —  7,732,000 


DEPARTMENT  OF  PUBLIC  WORKS 


Massachusetts  road  and  bridge 
responsibilities  are  shared 
among  various  agencies  and 
departments .   The 
Massachusetts  Department  of 
Public  Works  (MDPW) ,  the 
Federal  Highway  Administration 
(FHWA) ,  the  Executive  Office 
of  Transportation  and 
Construction  (EOTC) ,  and 
numerous  regional  planning 
agencies  all  contribute  to  the 
planning  and  maintenance  of 
the  Commonwealth's  road  and 
bridge  network. 

The  MDPW,  referred  to  as  the 
Department,  is  responsible  for 
(1)  promoting,  developing, 
operating,  and  maintaining  a 
safe  and  effective  highway 
system  in  coordination  with 
other  transportation  agencies 
within  the  Commonwealth,  (2) 
administering  highway  capital 
improvement  programs,  and  (3) 
assisting  local  governments  in 
improving  their  local  highways 
in  both  urban  and  rural  areas. 
The  Department  was  established 
by  the  legislature  in  1921, 
replacing  the  Massachusetts 
Highway  Commission  which  had 
been  established  in  1893.   The 
Department's  initial  task  was 
to  develop  a  comprehensive 
roadway  system  within  the 
Commonwealth.   More  recently, 
the  Department  has 
concentrated  its  efforts  on 
planning,  designing, 
constructing,  and  maintaining 
more  than  3,000  miles  of 
highway,  some  60,000  acres  of 
highway  roadside,  and 
approximately  2,800  bridges. 

The  Department  receives 
general  funding  from  two 
sources:  (1)  general  operating 


costs  such  as  maintenance  and 
personnel  are  appropriated 
annually  in  the  state  budget, 
and  (2)  a  Transportation  Bond 
Issue  is  raised  approximately 
every  two  years. 

FHWA,  an  agency  of  the  United 
States  Department  of 
Transportation,  located  in  the 
Boston  area,  assists  the 
Department  by  reviewing  and 
approving  projects,  monitoring 
state  programs,  and  providing 
technical  assistance. 

EOTC  coordinates  state 
transportation  policy  and 
guides  the  Department  and 
other  agencies  which  fall 
under  its  statutory 
jurisdiction,  such  as  the 
Massachusetts  Aeronautic 
Commission,  the  Massachusetts 
Bay  Transportation  Authority, 
the  Massachusetts  Turnpike 
Authority,  and  the  Regional 
Transit  Authorities. 

There  are  also  13  active 
Regional  Planning  Agencies, 
formed  under  Chapter  4 0B  of 
the  General  Laws  of  the 
Commonwealth.   These  agencies 
represent  participating  cities 
and  towns  in  each  planning 
region  and  carry  out  planning 
responsibilities. 

The  Department  is  in  charge  of 
approximately  8.5%  of  the 
Commonwealth's  public  roads. 
Cities  and  towns  oversee  a 
much  larger  77.7%  share. 
Table  1  provides  the  breakdown 
of  responsibility  for  their 
maintenance. 


Massachusetts  Public  Roads 

Oversight  Responsibilities 

Distance  in  Miles 


Department  of  Public  Works 

Cities  &  Towns 

Metropolitan  District  Commission 

Turnpike  Authority 

Massport 

State  Parks 

State  Institutions  &  Colleges 

Federal  Government 

Unaccepted* 


2,880.67 

26,266.80 

248.73 

141.21 

3.2 

264.97 

71.55 

116.36 

3,805.00 


♦Maintained  by  developers/private  landowners. 
Open  to  public  travel  but  government  does  not 
accept  responsibility  for  maintenance. 


Table  1 


A  crucial  responsibility  of 
the  Department,  in  regard  to 
the  Commonwealth's  roads  and 
bridges,  is  effective  capital 
outlay  and  maintenance 
planning.   While  the 
Department  has  direct 
responsibility  for  only  8.5% 
of  public  roads,  it  does 
collect  data  on  all  public 
roads.   The  Department's 
capital  outlay  and  maintenance 
priorities  are  set  from  its 
eight  district  offices,  which 
basically  fall  along  county 
lines.   Each  district  office 
develops  a  priority  list  and 
submits  it  to  the  Department ' s 
headquarters  in  Boston.   From 
these  separate  lists,  a  two- 
year  program  is  developed.   In 
addition,  the  Department 
projects  a  five-year  proposed 
federal  aid  construction 
program.   While  the  Department 
does  plan  for  future  capital 


construction  outlays,  it  does 
not  have  a  comprehensive 
pavement  management  program  — 
in  terms  of  identifying  long- 
term  dollar  needs  for 
maintenance  of  state  and  local 
roads.   For  the  most  part, 
assessing  the  maintenance 
needs  of  local  roads  is  left 
to  the  cities  and  towns.   It 
should  be  noted  that  while  the 
Department  produces  two-year 
and  five-year  reports,  these 
deal  solely  with 
rehabilitation. 

Rehabilitation  can  be  financed 
through  the  federal  aid  system 
or  bond  issues.   Typically, 
there  is  no  federal  money 
available  for  maintenance, 
and,  therefore,  the  state  must 
use  its  limited  material 
budget . 

Bridge  planning  and 
maintenance  responsibilities 
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fall  under  the  Department's 
eight  district  offices. 
Within  each  district,  there  is 
a  unit  which  inspects  and 
maintains  the  Commonwealth's 
bridges.   These  specific  units 
complete  an  individual 
inspection  report  on  each  of 
the  Commonwea 1 th ' s  5,000 
bridges.   These  inspections 
are  performed  in  accordance 
with  the  "National  Bridges 
Inspection  Standards."   The 
inspections  are  completed 
every  two  years  in  adherence 
to  federal  safety  standards 
and  are  a  prerequisite  to 
federal  funding.   These 
reports,  however,  are  not  set 
up  to  be  used  as  a  maintenance 
planning  tool.   In  fact,  the 
Department  does  not  have  a 
long-term  bridge  maintenance 
plan.   The  Department's 
traditional  bridge  maintenance 
procedure  has  been  a  "patch 
and  fill"  type  program. 
Bridge  maintenance  funds,  like 
road  maintenance  funds,  are 
not  available  at  the  federal 
level.   (It  should  be  noted 
that  limited  funding  is 
available  through  federal 
aid.)   Funds  for  bridge 
maintenance  are  only  acquired 
through  line  items  in  the 
state  budget  and  have, 
historically,  fallen  short  of 
bridge  maintenance  needs. 

Approximately  $8.2  billion  in 
current  dollars  is  needed  over 
the  next  10  years  in  order  to 
meet  Massachusetts  road  and 
bridge  needs.   According  to 
construction  industry  sources 
in  conjunction  with  the 
Department,  FHWA,  and  The  Road 
Information  Program  (TRIP) , 
the  Commonwealth  faces  road 
needs  in  excess  of  $6  billion 
and  bridge  needs  in  excess  of 
$2.2  billion.   Neither  amount 
includes  the  Central 


Artery/Third  Harbor  Tunnel 
project  —  with  a  projected 
cost  of  $4.4  billion  (1987 
dollars)  between  FY89  and 
FY2000. 

The  Commonwealth's  roads  are 
deteriorating  rapidly.   As 
seen  in  Figure  1,  the 
deteriorating  condition  of 
Massachusetts  roads  has  been 
an  evolving  condition  with  no 
immediate  sign  of  relief. 


Masachueetts  Road  Surface  Deficiency 
1983    -    1987 


74.0% 
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Figure  1 


The  1987  rating  of  74%  is  the 
most  recent  quantitative 
determination  of  deficient 
road  miles  in  the 
Commonwealth.   Seventy- four 
percent  (8,817  of  11,915  lane 
miles)  of  the  State  Highway 
System  are  rated  deficient  and 
74%  (21,616  of  29,211  miles) 
of  local  roads  are  also  rated 
deficient. 

Road  needs  are  defined  as  the 
dollar  amount  required  to 
return  "deficient"  roadways  to 
a  more  acceptable  level . 
"Deficient"  roads  include  the 
categories  of  "poor"  and 
"fair."  Roads  rated  as  "poor" 
reveal  deterioration  to  such 
an  extent  that  extensive 
resurfacing  or  reconstruction 
is  needed.   "Fair"-rated  roads 
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display  moderate  distress  and 
may  be  hazardous  to  high  speed 
traffic.   In  either  instance, 
roads  rated  "poor"  or  "fair" 
dictate  a  need  for  repair. 
The  estimated  $6  billion  need 
for  Massachusetts  roads  over 
the  next  decade  represents  the 
costs  of  returning  our  "poor" 
and  "fair"  roads  to  a  "good" 
rating  —  a  rating  which  is 
one  step  above  "fair"  and  one 
step  below  "excellent."   It 
should  be  noted  that  a  "good" 
rating  does  not  exclude  the 
need  for  continued 
maintenance,  but  it  does 
signify  an  acceptable  level  of 
road  condition. 

The  average  cost  of  bringing 
one  "poor" -rated  mile  up  to  a 
"good"  rating  is  $.666 
million,  while  the  average 
cost  of  elevating  one  "fair"- 
rated  mile  to  a  "good" 
standard  is  $.148  million. 


Table  2  reveals  the  breakdown 
of  road  improvement  costs. 
Industry  sources  project  that 
locally  maintained  roads 
represent  approximately  $4 . 3 
billion  (70.5%)  of  the 
Commonwealth's  ten-year/$6 
billion  road  investment  need. 
Consistent  with  these 
estimates,  the  Metropolitan 
Area  Planning  Council  (MAPC) 
documented  in  a  1986  report 
that  it  would  cost  the 
Commonwealth  $3.5  billion, 
spread  over  the  next  ten 
years,  to  bring  all  local 
roads  to  a  "reasonable"  level. 
The  MAPC  further  asserted  that 
a  $4.4  billion  investment 
would  bring  Massachusetts 
local  roads  to  an  "excellent" 
condition.   In  addition,  a 
1982  study  performed  by  TRIP 
of  Washington,  D.C.,  stated 
that  a  $5  billion/ten-year 
investment  by  the  Commonwealth 
would  return  local  roads  to  an 
excellent  condition. 


Cost  of 

Road 

Improvements 

Per  Mile  Cost 

Total 

Roads 

Miles 

to  Improve 

Cost 

State  System 

"Poor" 

846 

$666,000 

$   563,400,000 

"Fair" 

7.971 

148,000 

1.179.700.000 

Subtotal 

8,817 

$1,743,100,000 

Local  Roads 

"Poor" 

2,074 

$666,000 

$1,381,000,000 

"Fair" 

19.542 

148,000 

2.892.000.000 

Subtotal 

21,616 

$4,273,000,000 

TOTAL 

30,433 

$6,016,100,000 

Table  2 
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The  condition  of  the 
Commonwealth's  bridges  is  no 
better  than  its  roads. 
According  to  DPW's  most  recent 
inventory  data,  there  are  a 
total  of  5,027  bridges  in 
Massachusetts  —  2,351  (46.8%) 
of  which  are  considered 
"substandard."  Of  these  2,351 
bridges,  1,357  (27.4%)  are 
"structurally  deficient"  and 
977  (19.4)  are  "functionally  J 
obsolete."   Categories  such  as 
substandard,  structurally 
deficient,  and  functionally 
obsolete  are  determined  by  the 
Sufficiency  Rating  Scale  which 
spans  0  (worst)  to  100  (best) . 
In  order  to  be  categorized  as 
"structurally  deficient,"  a 
bridge  must  be  rated  below  50. 
Such  a  rating  suggests  major 
repair  is  needed  as  the  bridge 
may  have  extensive 
deterioration  in  its  deck  or 
its  supporting  members.   A 
"functionally  obsolete" 


bridge's  rating  falls  between 
50  and  80,  and  has 
deteriorated  to  the  point 
where  major  preventive 
maintenance  or  rehabilitation 
is  needed. 

The  average  cost  of  repairing 
a  "functionally  obsolete" 
bridge  is  $.8  million,  while 
the  average  cost  of  repairing 
a  "structurally  deficient" 
bridge  is  $1  million.   Table  3 
depicts  the  breakdown  of 
bridge  improvement  costs. 

Industry  sources  project  that 
approximately  $2.2  billion  is 
needed  over  the  next  10  years 
to  repair  the  Commonwealth's 
bridges.   Sixty-three  and 
7/10ths  percent  of  this  $2.2 
billion  investment  must  go 
towards  structurally  deficient 
bridges  —  a  category  which 
has  increased  by  44%  over  the 
course  of  the  past  six  years. 


Cost  of  Bridge  Improvements 


Rating 
of  Bridge 

"Functionally 
Obsolete" 

"Structurally 
Deficient" 

TOTAL 


Number  of 
Bridges 

977 


1,374 
2,351 


Cost  to 
Repair 


Total 
Cost 


$   800,000   $   782,000,000 


1,000,000    1,374,000,000 


$2,156,000,000 


Table  3 


Projecting  the  federal,  state, 
and  local  shares  of  this  $8.2 
billion  need  is  difficult,  due 
to  several  factors.   The  most 
significant  of  these  factors 
is  the  uncertainty  regarding 
the  availability  of  federal 
funding  in  any  given  year.   In 
general,  funding  assistance 
for  the  Commonwealth's  roads 
and  bridges  comes  from  five 
sources:  (1)  Federal  Aid 
Program,  (2)  State-Financed 
Capital  Improvements,  (3) 
State  Aid  Program,  (4)  State 
Aid  for  Specialized  Projects 
(such  as  bridges,  bikeways, 
etc.)  and  (5)  Other  Related 
Federal  and  State  Projects 
(Block  Grants,  Parking 
management,  etc.). 

A  rough  estimate  of  the 
Commonwealth's  share  of  this 
$8.2  billion  can  be  reached 
from  analysis  of  past  spending 
performance.    During  calendar 
years  1986  and  1987,  the  state 
was  responsible  for 
approximately  59%  of  the  total 
advertised  construction  (with 
the  state  share  defined  as  the 
total  of  State  Aid,  Chapter  90 
and  Public  Works  Economic 
Development  funds) .   Assuming 
that  this  percentage  holds 
constant,  the  Commonwealth 
could  be  responsible  for 
approximately  $4.84  billion  of 
the  projected  $8.2  billion/10- 
year  road  and  bridge  need. 
This  would  amount  to  an  annual 
outlay  of  $483  million  for  the 
next  ten  years. 

In  addition  to  road  and  bridge 
needs  exceeding  $8.2  million, 
the  Commonwealth  is 
undertaking  the  Central  Artery 
Depression/Third  Harbor  Tunnel 
Project  (CA/THT) .   This  $4.4 
billion  (FY89  dollars)  project 
represents  the  largest  capital 
construction  project  ever 


undertaken  in  Massachusetts. 

It  is  important  to  note  that 
the  $4.4  billion  estimate 
represents  FY87  dollars.   No 
current  estimate  has  been 
released  by  the  Department  to 
date.   It  is  apparent  that  the 
$4.4  billion  estimate  will  be 
significantly  higher  after 
three  years  of  inflation  have 
been  factored  in.   In  FY82, 
the  project  was  estimated  at 
$2.6  billion.   Five  years 
later,  in  FY87,  the  project 
was  estimated  at  $4.4  billion. 
This  represents  an  increase  of 
70%  over  five  years,  or 
roughly  14%  per  year. 
Assuming  this  increase  is 
constant,  a  more  accurate 
estimation  of  the  CA/THT 
project,  in  FY90  dollars,  may 
be  $5.5  to  6.0  billion. 

To  date,  expenditures  have 
totalled  approximately  $92 
million.   Figure  2  shows  the 
project's  remaining  $4.34 
billion  capital  expenditure 
program. 


Capital  Program  Expenditures 
FY1989  -  FY2000 


Dollar* 
hi  Millions 
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Figure  2 
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Excluding  the  $92  million 
already  expended,  the  project 
calls  for  63.6%,  or  $3.18 
billion,  to  be  expended  in  the 
first  six  years  (FY89-FY94)  of 
the  project's  life.   The 
remaining  six  years  (FY95- 
FY2000)  will  see  36.4%,  or 
$1.16  billion,  expended. 

Approximately  72%  of  the  total 
project  has  been  guaranteed 
federal  funding.   The  United 
States  Congressional  Record 
(March  31,  1987,  page  S. 
4270) ,  details  the  elements  of 
the  CA/THT  project  which  are 
eligible  for  Interstate 
completion  funds.   These  are 
as  follows: 

(1)  1-90:  3rd  Harbor  Tunnel 
and  East  Boston  Interchange, 

(2)  1-93:   Southeast 
Expressway  and  Kneeland  Street 
to  High  Street, 


(3)  1-93 
Crossing, 

(4)  1-90 
and 


Charles  River 


1-93  Interchange, 


(5)   1-90:   Seaport  Access 
Road,  South  Boston  Haul  Road. 


These  elements  represent  80.6% 
($3.57  billion)  of  total 
projected  expenditures  for 
CA/THT  and  have  been 
guaranteed  90%  federal 
participation  under  the 
Interstate  Construction 
account.   The  Commonwealth  is 
required  to  contribute  the 
remaining  10%.   Therefore,  the 
Commonwealth  is  responsible 
for  a  $357  million  share. 

The  $860  million  Central 
Artery  portion  of  the  project, 
however,  was  not  guaranteed 


Interstate  Construction  funds 
under  the  1987  Congressional 
decision.   The  fact  was 
clearly  stated  by  the  United 
States  Congress  as  Public  Law 
100-17,  Section  138,  of  April 
2,  1987.   Specifically,  this 
law  states  exactly  what  a 
ranking  member  of  the  United 
States  Subcommittee  on  Water 
Resource,  Transportation  and 
Infrastructure  wrote  in  a 
March  30,  1987  letter:  "the 
state  (Massachusetts)  is 
responsible  to  pay  for  the 
depression  of  the  Central 
Artery  which  is  currently 
estimated  to  cost  over  $800 
million. " 

The  fact  that  the  Central 
Artery  depression  is  not 
eligible  for  Interstate 
Construction  funds  does  not 
mean  that  federal  funds  are 
not  available.   The  Central 
Artery  portion  of  the  project 
is  eligible  for  federal  funds 
in  other  federal  aid  accounts. 
It  must  be  noted,  however, 
that  eligibility  in  no  way 
guarantees  federal 
participation.   The  list  below 
shows  federal  funding 
categories  which  possibly 
could  be  used  for  the  High 
Street  to  Causeway  Street 
portion  of  the  project. 

(a)  Interstate  Reconstruction 
-  $35  million  for 
Massachusetts . 

(b)  Interstate  Reconstruction 
Discretionary  -  $200  million 
nationwide. 

(c)  Primary  -  $40  million  for 
Massachusetts . 

(d)  Bridge  Replacement  -  $44 
million  for  Massachusetts. 

(e)  Interstate  Transfer  -  $10 
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million  for  Massachusetts. 

(f)  Interstate  -  $185  million 
nationwide. 

According  to  the  Department, 
Primary  Funds  and  Bridge 
Replacement  funds  are  the 
least  desirable  alternatives 
to  funding  the  Central  Artery 
depression.   The  two  largest 
accounts,  Interstate 
Reconstruction  Discretionary 
and  Special  Bridge  Replacement 
Discretionary,  have  been 
categorized  as  the  most 
desirable  by  the  Department. 
The  Department  contends  that 
using  these  funds,  as  well  as 
other  accounts  such  as  the 
Interstate,  Interstate 
Reconstruction,  and  Interstate 
Transfer,  will  secure  90% 
federal  participation  for  the 
Central  Artery  depression. 
Should  this  scenario  play  out, 
the  Commonwealth  will  be 
responsible  for  10%,  or  $86 
million,  of  the  Central  Artery 
portion  of  the  project.   This 
is  a  highly  optimistic 
contention,  however,  as  the 
three  largest  accounts  are 
national  accounts.   This  means 
that  Massachusetts  must 
compete  against  the  other  49 
states,  each  with  pressing 
road  and  bridge  needs  of  their 
own,  for  these  funds. 

It  is  impossible,  at  this 
time,  to  speak  of  federal 
participation  for  the 
depression  of  the  Central 
Artery  in  exact  terms. 
Several  key  factors  remain 
unclear.   First  and  foremost, 
the  1987  Surface 
Transportation  Act,  which 
defines  the  existing  federal 
aid  program  for  highways,  will 
be  restructured  in  1992. 
Indications  suggest  that  the 
Interstate  Construction 


account  will  end;  other 
changes,  however,  are  not 
certain.   In  addition,  the 
Department's  assertion  that  it 
will  receive  90%  federal 
participation  for  the  Central 
Artery  depression  is,  at  this 
point,  just  speculation.   This 
portion  of  the  CA/THT  is 
eligible  for  funds  from 
federal  accounts,  but  the 
level  of  federal  participation 
has  not  yet  been  clearly 
defined. 

In  order  to  minimize 
speculation,  a  range  of 
potential  state  liability  is 
the  most  accurate  projection 
that  can  be  made  at  this  time. 
Considering  the  one  known 
constant  of  90%  federal 
participation  for  the  Third 
Harbor  Tunnel  and  the  various 
interchanges,  the  Commonwealth 
is  responsible  for  $357 
million  of  this  $3.57  billion 
portion.   If  the  Commonwealth 
were  to  receive  90%  federal 
participation  for  the  Central 
Artery  depression,  it  would  be 
responsible  for  $86  million. 
The  Commonwealth  will  be 
responsible  for  $443  million 
of  combined  current  and 
uninflated  CA/THT  costs  with 
90%  federal  participation. 
This  represents  yearly  capital 
outlays  of  $44  million  during 
the  projects  FY90  -  FY2000 
time  frame. 

A  worst  case  scenario,  yet 
possible,  would  exclude  any 
federal  participation  in  the 
Central  Artery  depression. 
The  Commonwealth  would  be 
responsible  for  the  entire 
$860  million  cost  and  a 
combined  project 
responsibility  of  $1.22 
billion.   Yearly  capital 
outlay  requirements  would 
average  $120  million. 
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As  a  result,  the 
Commonwealth's  share  of  the 
entire  CA/THT  project  is 
estimated  at  between  $44  3 
million  and  $1.22  billion. 
Combined  with  the  estimated 
$4.84  billion  state  share  for 
roads  and  bridges,  the 
Commonwealth  faces  an 
estimated  obligation  ranging 
from  $5.3  -  $6.1  billion  over 
the  course  of  the  next  decade. 
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THE  MASSACHUSETTS  BAY  TRANSPORTATION  AUTHORITY 


The  Massachusetts  Bay 
Transportation  Authority 
(MBTA)was  established  in  1964 
under  Chapter  161A  of  the 
Massachusetts  General  Laws. 
It  is  mandated  to  develop, 
finance,  and  operate  mass 
transportation  in  order  to 
promote  the  general  economic 
and  social  well-being  of  the 
78  cities  and  towns  within  its 
jurisdiction,  and  the 
Commonwealth  in  general. 

Among  the  specific  powers  of 
the  MBTA  are: 

(1)  The  ability  to  enter  into 
agreements  with  other 
parties, both  public  and 
private,  for  the  construction, 
operation,  and  use  of  any  mass 
transportation  facility  and 
equipment. 

(2)  The  ability  to  enter  into 
contracts  or  agreements  with 
the  Executive  Office  of 
Transportation  and 
Construction  or  with  any 
agency,  authority,  or 
political  subdivision  of  the 
Commonwealth,  for  the 
provision  at  cost  of  specified 
services,  either  by  the 
Authority  or  by  the 
department,  or  such  agency, 
authority,  or  political 
subdivision  of  the 
Commonwealth . 

(3)  The  ability  to  buy,  sell, 
lease,  pledge,  and  otherwise 
deal  with  real  and  personal 
property  as  may  be  necessary 
for  or  incident  to  carrying 
out  its  duties. 


agencies  of  local,  state  and 
federal  governments,  or  from 
private  agencies  or  persons, 
and  to  accede  to  such 
conditions  or 
obligations  imposed  as  a 
prerequisite  to  any  such 
grants  or  loans. 

(5)  The  ability  to  issue 
bonds,  notes,  and  other 
evidences  of  indebtedness. 

(6)  The  ability  to  take 
property  by  eminent  domain. 

Over  the  past  several  years, 
the  MBTA  has  been  expanding 
its  service  to  new  areas  where 
public  transportation  needs 
are  great.   Public 
transportation  is  essential  to 
not  only  the  Boston 
metropolitan  region  but  to  the 
entire  state.   In  this 
respect,  the  Authority 
continues  to  increase  its 
capacity  to  meet  ridership 
growth  and  to  reinvest  heavily 
in  the  basic  physical  plant 
that  supports  its  services. 
In  FY89,  the  Authority  planned 
to  put  out  to  bid  4  3  contracts 
with  an  estimated  value  of 
$212  million.   These  contracts 
were  to  focus  on  upgrading  the 
commuter  rail  system,  park  and 
ride  improvements  and  the 
renewal  of  light  rail  and 
rapid  transit  facilities. 

Table  1,  following,  sets  forth 
the  detail  of  the  Authority's 
capital  improvement  program 
covering  the  period  from  FY85 
-FY94. 


(4)   The  ability  to  accept 
gifts,  grants,  and  loans,  from 
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MBTA 

Capital  Improvements 

Program 

FY84  -  FY94 

(Dollars  in  Millions) 

1984-    1986- 

1988- 

1990- 

1992- 

1985     1987 

1989 

1991 

1994 

TOTAL  CAPITAL  NEED   456.9   629.3 

999.4 

1958.6 

1671.5 

Federal 

Funding            250.1   244.4 

161.2 

190.0 

225.0 

Anticipated 

Leasing 

(Rapid  Transit  Vehicles) 

375.0 

Anticipated 

Leasing 

50.0 

Bond 

Authorization      206.8   384.9 

838.2 

1343.0 

1446.5 

Table  1 


Figure  1  shows  the  total 
projected  need  for  the  period 
from  FY90  through  FY94,  based 
on  this  capital  improvements 
program. 


MBTA  Transportation 
Requirement 
FY90  -  FY94 


$3,630,000,000 


Figure  1 
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III.   ENVIRONMENTAL  NEEDS 


Survey  activities  regarding  the  Commonwealth's  environmental 
infrastructure  needs  concentrated  on  the  responsibilities  of  the 
three  major  departments  within  the  Executive  Office  of 
Environmental  Affairs,  including: 


The  Department  of  Environmental  Quality 
Engineering 

The  Department  of  Environmental  Protection,  and 

The  Metropolitan  District  Commission. 


The  Special  Commission's  survey  identified  a  total  projected  need 
of  $6,489  billion  dollars,  with  only  $87  million  available  from 
federal  sources  to  assist  in  financing  this  need. 


PROJECTED  CAPITAL  NEED  (000s  omitted) : 

Category/Agency   State  Share   Federal  Share  Total  Projected 

Environment 


DEM 
DEP 
MDC 


TOTAL 


$   240,000 

5,213,000 

949.000 

$6,402,000 


$  87,000 


$87,000 


$   240,000 

5,300,000 

949.000 

$6,489,000 
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EXECUTIVE  OFFICE  OF  ENVIRONMENTAL  AFFAIRS 


The  Executive  Office  of 
Environmental  Affairs  (EOEA) 
was  established  pursuant  to 
Chapter  704  of  the  Acts  of 
1969;  however,  it  was  not 
until  1974  when  it  underwent 
structural  reorganization  that 
the  EOEA  assumed,  essentially, 
its  present  form.   Today,  with 
a  mandate  to  oversee  the 
protection,  preservation  and 
regulation  of  the  natural 
resources  and  the 
environmental  integrity  of  the 
Commonwealth,  the  EOEA  is  the 
state's  overall  environmental 
authority,  regulator  and 
organizer  of  all  the 
Commonwealth's  major 
environmental  agencies. 
Comprising  the  EOEA 
secretariat  are  five  major 
environmental  agencies: 

(1)  The  Department  of 
Environmental  Protection, 
which  is  responsible  for 
regulating  industrial, 
commercial  and  municipal 
activities  which  may  pollute 
the  air,  water  and  land. 

(2)  The  Department  of 
Environmental  Management, 
whose  mandate  is  the 
enhancement  of  natural 
resources  in  the  Commonwealth 
and  the  ensurement  of  a  good 
environment  now  and  in  the 
future . 


(3)   The  Metropolitan  District 
Commission,  which  provides  a 
multitude  of  services 
including:  reservations  and 
historic  sites,  recreation, 
Metro  Police,  parkways  and 
bridges,  flood  control,  and 
pure  drinking  water.   These 


services  extend  to  54 
communities  within  its 
jurisdiction  and  10 
communities  beyond  its 
purview. 

(4)  The  Department  of 
Fisheries,  Wildlife  and 
Environmental  Law  Enforcement, 
which  is  concerned  with  the 
management  and  protection  of 
the  state's  wildlife 
resources. 

(5)  The  Department  of  Food 
and  Agriculture,  which  is 
mainly  concerned  with 
protecting  farmland, 
developing  markets  for  farm 
land  products,  encouraging  the 
pursuit  of  agriculture, 
protecting  farm  animals  from 
disease,  and  regulating  the 
agricultural  industry  for  the 
benefit  of  both  the  farm 
community  and  the  consumers  of 
the  Commonwealth. 

The  three  most  capital 
intensive  agencies  within  the 
EOEA  are  the  DEP,  the  DEM  and 
the  MDC. 


Department 
Protection 


of  Environmental 


The  Department  of 
Environmental  Protection  (DEP) 
is  the  Commonwealth's  primary 
environmental  protection 
agency.   The  DEP  promulgates 
regulations  for  compliance 
with  statutes  for  the 
protection  of  clean  air,  clean 
water,  wetlands  and  waste 
management,  and  monitors  for 
compliance  with  these 
regulations.   DEP  regulations 
apply  to  2,000  water  supplies, 
6,000  sources  of  air 
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pollution,  over  4,000 
hazardous  waste  generators,  56 
hazardous  waste  transporters, 
and  4  9  waste  treatment, 
storage  and  disposal 
facilities. 

DEP  is  a  major  grant  awarding 
agency  to  the  cities  and 
towns,  which  complements  its 
role  as  the  state 
environmental  protection 
agency.   DEP  has  distributed 
$1  billion  to  cities  and  towns 
since  1968.   Grants  are  made 
to  local  programs  to  support 
construction  of  drinking  water 
filtration  plants  and 
wastewater  treatment  plants; 
clean  up  of  contaminated  water 
supplies;  protection  of 
wetlands  and  aquifers;  and 
conservation  and  protection  of 
local  or  regional  water 
supplies. 

DEP  is  made  up  of  six  internal 
Divisions: 

(1)  The  Division  of  Air 
Quality  Control,  which 
regulates  and  monitors  air 
pollution  throughout  the 
state.   Part  of  this 
regulation  process  involves 
the  review  of  plans  and 
specifications  for  any  new  or 
modified  facility  that 
constitutes  a  potential 
pollution  source. 

(2)  The  Division  of  Hazardous 
Waste,  which  implements  and 
enforces  a  strict  hazardous 
waste  regulatory  program. 
This  includes  the  division's 
oversight  of  the  environmental 
assessment  of  suspect  waste 
sites  and  ensuring  that  clean- 
up actions  are  conducted  in  an 
environmentally  sound  manner. 

(3)  The  Division  of  Water 
Pollution  Control,  which 


develops  and  administers 
policies  to  control  the 
industrial  discharge  of  toxic 
substances  into  municipal 
sewer  systems,  to  assure  the 
protection  of  groundwater 
resources,  and  to  explore  new 
more  economical  methods  of 
water  pollution  abatement. 

(4)  The  Division  of  Water 
Supply,  which  enforces  state 
and  federal  drinking  water 
regulations  to  provide  and 
protect  surface  and 
groundwater  public  supplies. 

(5)  The  Division  of  Wetlands, 
which  regulates  fresh  water 
and  coastal  wetlands  and 
beaches,  swamps,  marshes, 
floodplains,  dunes  and  land 
subject  to  flooding.   In  the 
course  of  this  duty  the 
Division  provides  guidance  to 
local  conservation  commissions 
and  acts  as  an  appellate 
agency  in  wetlands  cases  when 
necessary. 

(6)  The  Division  of 
Environmental  Analysis 
provides  analytic  and 
technical  support  to  the  DEP's 
investigatory,  compliance, 
regulatory,  and  monitoring 
programs. 

The  Special  Commission  has 
estimated  DEP's  capital  needs 
over  the  next  five  to  ten 
years  in  the  areas  of 
wastewater  abatement  and 
control  (excluding  the 
jurisdiction  of  the 
Massachusetts  Water  Resources 
Authority  —  MWRA) ,  water 
supply  including  the  federal 
Safe  Drinking  Water  Act,  solid 
waste  clean  up  and  capping, 
and  hazardous  waste  clean  up 
and  emergency  response. 
Estimates  of  capital  needs 
have  been  difficult  to  arrive 
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at  because  of  the  many 
contingencies  that  exist  in 
these  areas.   The  Special 
Commission  feels,  however, 
that  its  estimates  are 
conservative  and  have  taken 
into  account  the  data 
available  from  a  number  of 
different  sources.   The 
Special  Commission  estimates 
that  the  total  capital  need 
for  these  purposes  through  the 
1990s  will  be  approximately 
$5.3  billion  (Figure  1). 


Estimated  Capital  Needs 
FY90  -  FY99 

Wastewater 

Toft  $5.3  billion  J 

MDaismeni/bomroi 
82.6  billion 

Water  Supply     i 
S  .6  billion        M 

Solid  Waete 
•  l.O  billion 

— -~^S      Hazardoue  Waata 
__^--/               $1.3  billion 

Figure  1 

Massachusetts  has  the  highest 
per  capita  wastewater 
financing  needs  in  the  United 
States.   The  Commonwealth  and 
its  municipalities  have 
wastewater  capital  outlay 
obligations  of  more  than  $4.9 
billion  (FY88  dollars)  during 
the  period  from  FY89  to  FY96 
(See  MWRA  section  under 
Independent  Authorities:  MWRA 
share  $3.4  billion). 
According  to  Smith  Barney, 
Harris  Upham  &  Company's 
October  11,  1988  analysis  of 
the  Commonwealth's  wastewater 
funding  obligations,  the 
inflated  value  of  the  more 
than  506  anticipated  projects, 
calculated  with  a  6%  per  year 


rate  of  inflation,  is  $6.5 
billion.   It  is  important  to 
note,  however,  that  the  $6.5 
billion  does  not  take  into 
account  all  costs,  as  various 
costs  expected  during  FY97- 
FY2001  were  not  projected. 
Project  obligations  during 
these  later  years  could  amount 
to  some  $.2  billion  or  more  a 
year,  thus  increasing  the 
aggregate  $4.9  billion 
obligation  an  additional  $1 
billion. 

It  is  equally  important  to 
note  that  approximately  70%  of 
this  $4.9  billion  obligation 
is  under  court  mandate  —  it 
is  work  which  must  be 
performed.   Only  10%  is 
discretionary,  with  the 
remaining  2  0%  needed  for 
administrative  costs. 

The  Commonwealth's  approximate 
$6.5  billion  (inflation 
adjusted)  wastewater  burden 
including  the  MWRA  share  is 
the  sum  total  of  five 
different  project  categories. 
These  categories  are  (1) 
wastewater  collection  and 
treatment,  (2)  combined  sewer 
overflow,  (3)  infiltration  and 
inflow  correction,  (4)  local 
collection  systems,  and  (5) 
planning  and  design.   Figure  2 
provides  the  sum  total  of  all 
five  categories  for  each 
fiscal  year. 

Figure  2  suggests  that  the 
Commonwealth  is  facing 
significant  increases  in 
annual  capital  expenditures 
for  wastewater  construction 
projects.   In  fact,  the 
Commonwealth  faces  a  53.1% 
increase  in  project 
obligations  in  FY93  versus 
FY89.  Figure  3  illustrates  the 
cash  outflow  scenario  during 
the  period  FY89  -  FY2001  for 
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Capital  Program  Expenditures 

FY89  -  FY96 

(Dollars  In  Millions 
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Figure  2 


Anticipated  Federal  Funding 

FY1989  -  FY2001 
(Dollars  In  Millions) 
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Figure  4 


While  the  Commonwealth  can 
expect  approximately  $370.8 
million  in  federal 
funding, this  represents  only 
5.8%  of  the  $6.5  billion 
obligation. 


Figure  3 

FY89  -  FY96  project 
obligations. 

Similar  to  project 
obligations,  the  cash  flow 
scenario  will  also  increase 
significantly.   In  fact,  by 
FY94,  the  Commonwealth  must 
spend  11  times  more  than 
projected  obligations  in  FY89. 
These  increases  at  the  state 
level,  unfortunately,  will 
occur  in  the  midst  of 
decreasing  federal  aid  for 
such  projects.   Figure  4 
provides  an  estimate  of  future 
federal  funding  for  wastewater 
construction  projects  and 
Figure  5  illustrates  the 
percentage  of  funding  which 


Wastewater  Capital  Program 
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Figure  5 


This  is  a  tremendous  reduction 
in  federal  aid  compared  to 
traditional  funding 
percentages.   Prior  to  the 
1987  amendments  to  the  Clean 
Water  Act  (which  eliminated 
the  federal  grant  program  for 
state  wastewater  construction 
programs) ,  the  breakdown  for 
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wastewater  funding  was  as 
follows:   55%  state,  35% 
federal,  and  10%  local.   This 
funding  responsibility  applied 
to  over  $3  billion  in  total 
wastewater  construction  which 
has  already  taken  place  within 
the  Commonwealth  since  its 
wastewater  construction 
program  began  in  1967. 

Assuming  that  the  remaining 
94.2%  of  the  $6.5  billion  is 
not  met  by  federal  contri- 
butions, and  is  financed 
through  traditional  debt 
service  methods  (with  90% 
grant  for  eligible  costs 
except  for  collection  system 
projects  which  receive  50% 
grant  for  eligible  costs,  with 
the  remainder  locally 
financed) ,  the  Commonwealth 
faces  total  debt  service 
requirements  of  $9,278  billion 
for  $6,448  billion  of  state- 
wide wastewater  capital 
projects.   This  amounts  to  an 
approximate  annual  obligation 
of  $139.1  million  (1989 
dollars)  per  year  for  the 
remainder  of  this  decade  and 
well  into  the  next  three 
decades.   Figure  6  shows  the 
annual  debt  service 
requirements  from  FY89  through 
FY2022,  Figure  7  shows  the 
Commonwealth's  future  debt 
service  capacity,  and  Figure  8 
illustrates  the  Commonwealth's 
wastewater  debt  service 
requirement  as  a  percentage  of 
its  annual  debt  service 
capacity. 

Smith  Barney,  Harris  Upham  & 
Company  projects  an  extensive 
funding  scenario  of  the 
Commonwealth's  entire 
wastewater/waterworks  capital 
improvement  needs.   The 
Massachusetts  Water  Resources 
Authority  (MWRA) ,  which  serves 


Debt  Service  Requirements 
FY1989  -  FY2022 
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Figure   6 


Available  Debt  Service  Capacity 

FY1989  -  FY2001 
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Figure  7 


the  metropolitan  Boston  area, 

offers  a  detailed  capital 
expenditure  plan  as  well. 
While  the  MWRA's  capital 
budgeting  plan  is  not  state- 
wide, it  does  comprise  a 
significant  portion  of  the 
Commonwealth's  wastewater/ 
waterworks  needs. 
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Figure  8 


Department  of  Environmental 
Management 

The  Department  of 
Environmental  Management  (DEM) 
manages  the  land  and  water 
property  owned  by  the 
Commonwealth,  for  recreation 
and  conservation  purposes. 
The  DEM  is  the  largest 
landowner  in  the  Commonwealth, 
managing  an  extensive  system 
of  forests  and  parks.   The  DEM 
also  maintains  a  network  of 
park  buildings,  skating  rinks, 
swimming  pools,  dams  and 
piers. 

The  DEM  is  made  up  of  four 
internal  Divisions: 

(1)   The  Division  of  Forests 
and  Parks,  which  encompasses 
four  bureaus  within  its 
structure  (forest  development, 
recreation,  fire  control,  and 
insect  and  pest  control)  and 
manages  the  seventh  largest 
state  forest  and  park  system 
in  the  nation.   This  system 
comprises  a  quarter  million 
acres  of  park  land  and  forest 
stretching  from  the  Boston 
Harbor  Islands  to  Mount 
Grey lock,  along  with  a 


statewide  network  of  Heritage 
Parks . 

(2)  The  Division  of  Planning 
and  Development,  which  directs 
overall  development  overseeing 
a  whole  range  of  planning 
initiatives  in  areas  such  as 
facilities  improvements, 
acquisition,  outdoor 
recreation  planning  and  the 
"Greenway  Program." 

(3)  The  Division  of  Water 
Resources,  responsible  for 
developing  comprehensive  water 
resource  management  plans  and 
coordinating  federal  water 
planning  studies  and  flood 
plain  studies  and  information. 

(4)  The  Division  of  Waterways, 
which  is  responsible  for  major 
construction  projects  to 
provide  safe  and  navigable 
channels,  related  shore 
facilities,  and  flood  control 
structures  on  coastal  and 
inland  waterways.   It  is  also 
responsible  for  the  operation 
and  maintenance  of  piers  in 
Fall  River  and  New  Bedford. 

DEM  has  developed  a  five  year 
plan  for  projects  expected  to 
be  underway  during  those 
years.   Total  costs  for  these 
projects  during  this  period 
are  estimated  at  $299,623,700. 
As  can  be  seen  in  Figure  9, 
about  45%  of  the  needed 
funding  can  be  provided  from 
the  uncommitted  balance  of 
prior  appropriations;  however, 
there  still  will  remain  a  new 
funding  need  during  this 
period  of  $164,938,276,  under 
DEM's  plan. 

In  addition  to  the  five  year 
plan,  the  Special  Commission 
has  estimated  the  repair  needs 
of  publically-owned  dams, 
which  fall  under  the 
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jurisdiction  of  DEM's  Office 
of  Dam  Safety. 


Department  of  Environmental  Management 
Five-Year  Plan 
FY90  -  FY94 


Additional  Funding  Needed 
$164,938,276 


Uncommitted  Balance  of 

Prior  Appropriations 

$134,686,425 

(Nov.  4,  1988) 


Figure  9 

The  Commonwealth  faces  an 
estimated  $60  -  $75  million  in 
repair  costs  for  its  public 
sector  dams. 

In  Massachusetts,  there  are 
2,422  inventoried  dam 
structures.   Of  these,  1,806 
are  private  sector  dams,  and 
public  structures  total  616. 
Oversight  of  the 
Commonwealth's  dams  began 
legislatively  around  1900  and 
was  the  County  Commissioners' 
responsibility  until  1970. 
Responsibility  was  then 
transferred  to  the  Department 
of  Public  Works  which, 
subsequently,  relinquished 
duties  to  the  Department  of 
Environmental  Protection. 
Authority  was  then  passed  on 
to  the  Department  of 
Environmental  Management 
(DEM) ,  under  Chapter  289  of 
the  Acts  of  1983.   DEM  in  turn 
drafted,  and  the  Massachusetts 
General  Court  passed  in  1985 
MGL  Chapter  253,  Section  44- 
50,  creating  the  Office  of  Dam 
Safety  (ODS) . 

ODS  was  created  to  reduce  dam 
failures  and  ensure  public 


safety.   Its  general 
responsibilities  include  (1) 
developing  and  maintaining  a 
comprehensive  dam  inventory, 
(2)  regularly  scheduled 
inspections,  and  (3) 
enforcement  of  proposed  dam 
safety  rules  and  regulations. 
If  ODS  finds  a  dam  to  be 
unsafe,  then  DEM  has  the 
authority  to  (1)  direct  the 
proper  owner  to  take 
corrective  action,  and  (2) 
undertake  repairs  itself  if 
the  owner  fails  to  do  so 
within  a  specified  period  of 
time. 

Financing  of  costs  for  dam 
repair  is,  for  the  most  part, 
the  responsibility  of  cities 
and  towns.   Municipalities 
must  either  incorporate  the 
costs  of  dam  repairs  in  their 
annual  budgets,  or  compete  for 
existing  state  grants.   In 
either  instance,  the  two 
funding  sources  have  been 
inadequate. 

The  state  has  recently  assumed 
some  dam  repair  costs  through 
direct  budget  line  items. 
This  practice,  however,  is  not 
comprehensive  and  does  not 
ensure  that  the  most  urgently 
needed  repairs  will  receive 
top  priority.   In  1987,  under 
MGL  Chapter  253,  DEM  received 
the  authority  to  utilize  a 
$500,000  bond  fund 
appropriation  for  emergency 
corrective  action.   Also  in 
1987,  ODS  was  appropriated 
$1.5  million  to  inspect  250  of 
the  largest  municipally-owned 
dams  and  the  120  state-owned 
dams.   The  data  was  expanded 
to  include  all  616  public 
sector  dams.   This  is  the  most 
recent  comprehensive  inventory 
of  the  Commonwealth ' s 
publically-owned  dams  to  date. 
It  is  also  the  basis  for  DEM's 
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estimated  capital  repair 
expenditure  needs.   It  should 
be  noted  that  while  most  of 
the  1,806  privately-owned  dams 
have  been  identified,  they 
have  not  been  subjected  to  a 
detailed  inspection,  and, 
thus,  have  not  been  included 
in  any  repair  cost  analysis. 

ODS  * s  inventory  reveals  that 
80%  of  the  Commonwealth's 
publically-owned  dams  require 
significant  work. 
Improvements  needed  include 
spillway  expansion,  erosion 
protection,  structural  repair, 
etc.   Of  the  250  base  dams 
which  were  inspected  on  a 
sample  basis,  80%  were  found 
to  be  in  need  of  repair;  this 
80%  was  then  applied  to  all 
616  publically-owned  dams  to 
estimate  the  total  repair  need 
(Table  1) .While  the  Department 
has  estimated  a  $50  million 


repair  need  for  public  sector 
dams,  it  has  not  identified  a 
specific  time  frame  in  which 
the  repairs  should  be 
completed.   Considering  that 
over  half  of  Massachusetts 
dams  have  the  potential  for 
severe  destruction  of  both 
life  and  property,  and  that 
80%  are  in  need  of  repair,  it 
is  logical  to  assume  that 
expedient  action  is 
encouraged.   It  also  must  be 
noted  that  engineering  fees 
present  a  substantial 
potential  addition  to  the 
total  project  cost  for  dam 
repair.   Taking  into  account 
that  engineering  fees  can 
range  anywhere  from  2  0%  to  50% 
of  estimated  construction 
costs,  an  additional  $10  -  $25 
million  may  be  added  to  the 
already  identified  $50  million 
estimate. 


Massachusetts  Public-Sector  Dams 
Repair  Needs 

No.  of 
Dams 

No.  in  Need 
of  Repair 

Average    Estimated 
Construction  Cost  of 
Cost       Repairs 

Inspected 
Dams 

250 

195 

$115,000 

$22,525,000 

Remaining 
Dams 

366 

298 

93,000 

27,714,000 

Subtotal 

616 

493 

$50,139,000 

Engineering 

$10,000,000- 
25,000,000 

TOTAL 

616 

493 

$60,139,000- 
75,139,000 

Table  1 
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Metropolitan  District 
Commission 

Chapter  350  of  the  Acts  of 
1919  combined  separate 
metropolitan  water,  sewer,  and 
parks  commissions  into  the 
first  legally  constituted 
metropolitan  district  in  the 
state,  the  Metropolitan 
District  Commission  (MDC) . 
The  purpose  of  the 
consolidation  was  to  improve 
the  economy  and  efficiency  in 
the  provision  of  services. 
The  MDC  Parks  Division  is 
authorized  by  Chapter  92, 
section  33  of  the  General 
Laws,  to  make  available  to  the 
citizens  of  the  cities  and 
towns  that  are  included  in  the 
parks  district  "...open  spaces 
for  exercise  and 
recreation. .to  be  known  as 
reservations,  and  to  preserve, 
beautify  and  care  for  them." 
Further,  the  Commission 
"...may  connect  any  way,  park 
or  other  public  open 
space. . .by  boulevards. " 

In  pursuing  these  policies, 
The  MDC  has  developed  a 
valuable  park  and  parkway 
system  that  today  includes 
reservations  and  open  space, 
16.8  miles  of  coastal  land,  a 
number  of  fresh  water  beaches, 
23  skating  rinks,  19  swimming 
pools,  several  golf  courses, 
metropolitan  zoos,  a  Trailside 
Museum,  major  historic  sites, 
600  lane  miles  of  parkways,  as 
well  as  bridges,  stadiums,  the 
Hatch  Shell  and  several  other 
bandstands,  and  numerous 
maintenance  and  support 
facilities.   In  each  instance 
the  purpose  of  acquiring 
and/or  developing  such 
facilities  is  to  provide 
opportunities  that  would  be 
beyond  the  means  of  any  single 


community  to  provide. 

The  MDC's  Watershed  Division 
oversees  both  the  Quabbin  and 
Wachusett  reservoirs  and  the 
infrastructure  that 
distributes  water  from  them. 
This  water  conveyance 
equipment  includes  129  miles 
of  major  aqueducts  and 
tunnels,  12  pumping  stations 
and  265  miles  of  distribution 
pipeline.   These  reservoirs, 
with  a  combined  capacity  of 
477  billion  gallons  are  the 
principle  source  of  drinking 
water  for  4  0%  of  the 
population  situated  in  4  5 
communities.   The  Watershed 
Division  is  also  responsible 
for  the  watershed  management 
of  467  square  miles  of  land 
adjacent  to  reservoirs. 

The  Metropolitan  Police  Force 
of  the  MDC  has  over  600 
officers  on  its  staff  and  is 
responsible  for  over  600  lane 
miles  of  parkways  and 
highways.   This  force  also 
enforces  laws  at  300  different 
recreational  and  historic 
sites. 

Easily  the  largest  of  the  EOEA 
agencies,  the  MDC  has 
estimated  FY89  expenditures  of 
approximately  $70  million. 
This  represents  over  4  0%  of 
total  EOEA  expenditures  for 
that  year.   The  fiscal  needs 
of  the  MDC  are  expected  to 
grow  in  upcoming  years.   The 
Special  Commission  on 
Environmental  Affairs 
estimates  that  by  1993  MDC 
expenditures  will  have  risen 
to  $92.79  million,  a  13% 
increase  over  5  years. 
Comparatively,  this  is  a 
modest  rate;  however,  as  the 
MDC  currently  takes  up  more 
than  a  third  of  the  EOEA 
budget,  this  increase  is 
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nonetheless  substantial. 

For  the  MDC  as  a  whole,  the 
agency • s  infrastructure 
expenditures  include  study, 
design,  and  subsequent 
construction  phases  of 
projects.   As  of  May  1,  1988, 
the  MDC  had  a  total  of  $83.65 
million  in  such  projects,  as 
is  illustrated  by  Figure  10. 


Total  Dollar  Volume  of  Project  Activity 

Study,  Design,  and  Construction 

May  1.  1988 
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Figure  10.  Prior  to  FY89-90 
Capital  Spending  Caps 
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Figure  11.  Prior  to  FY89-90 
Capital  Spending  Caps 
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Figure  12.  Prior  to  FY89-90 
Capital  Spending  Caps 


Prior  to  capital  spending  caps 
established  in  FY89,  the  MDC 
projected  that  annual 
construction  expenditures 
would  have  increased 
substantially  during  the 
period  from  FY89  through  FY93. 
Figure  11  provides  an 
additional  view  of  planned 
construction  expectations  to 
meet  agency  needs,  with  annual 
totals  for  all  projects 
increasing  from  $67,65  million 
in  FY89  to  $162.5  million  in 
FY93.  The  total  cumulative 
dollar  volume  of  these  annual 
construction  expenditures, 
during  the  period  from  FY88 
through  FY93,  would  have 
amounted  to  $357.65  million, 
as  shown  in  Figure  12. 

The  MDC  has  recently  estimated 
its  total  infrastructure 
needs,  during  the  next  10  to 
15  year  period,  to  be  $949 
million,  as  shown  in  Figure 
13,  on  the  following  page. 
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MDC'e  Total  Infrastructure  Needs 
Ten  to  Fifteen  Year  Outlook 
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Figure   13 
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IV.  BUILDINGS  &  GROUNDS  NEEDS 


Survey  activities  regarding  the  Commonwealth's  buildings  and 
grounds  infrastructure  needs  concentrated  on  the  Division  of 
Capital  Planning  and  Operations,  of  the  Executive  Office  of 
Adminitration  and  Finance,  which  has  primary  state  responsibility 
in  this  regard.   Additionally,  the  Special  Commission  addressed 
the  needs  known  to  exist  with  regard  to  the  state's  School 
Building  Assistance  Program. 

The  Special  Commission's  survey  identified  a  total  projected  need 
of  approximately  $3.7  billion,  with  slightly  less  than  two-thirds 
of  the  needs  identified  within  the  School  Building  Assistance 
area. 


PROJECTED  CAPITAL  NEED  (000s  omitted) : 

Cateaorv/Aqencv   State  Share    Federal  Share   Total  Projected 

Buildings  &  Grounds 

DCPO  $1,300,000  $1,300,000 

School  Building 

Assistance      2 .400. 000  2 .400. 000 

TOTAL      $3,700,000  $3,700,000 
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DIVISION  OF  CAPITAL  PLANNING  AND  OPERATIONS 


The  Division  of  Capital 
Planning  and  Operations  (DCPO) 
is  the  state  agency 
responsible  for  the 
Commonwealth ' s  property 
management,  planning  and 
construction  programs.   DCPO 
oversees  and  is  responsible 
for  more  than  60  million 
square  feet  of  space  in  more 
than  5,000  buildings 
throughout  the  state,  situated 
on  nearly  half  a  million  acres 
of  land.   DCPO  is  responsible 
for  nearly  every  aspect  of  the 
state ' s  real  property 
functions.   These  include 
capital  planning  and 
budgeting,  design  and 
construction,  major 
renovations  and  repairs  of 
state  owned  property,  leasing 
space,  land  acquisition, 
disposition,  redevelopment  and 
other  related  property 
management  tasks. 

DCPO's  capital  expenditures 
for  FY88  totalled 
approximately  $120  million, 
and  have  been  at  roughly  that 
level  —  both  above  it  and 
below  it  somewhat  —  for  the 
prior  three  years,  as  can  be 
seen  in  Figure  1.   Of  this 
$120  million,  $112,651,000  was 
spent  on  capital  projects, 
with  about  48%  spent  on 
design,  new  construction  and 
major  renovation  and 
rehabilitation;  31%  spent  on 
maintenance  of  existing 
facilities;  18%  spent  on 
corrections  projects 
(including  their  planning  and 
design) ;  and  3%  spent  on 
programming  and  planning 
studies  centered  around  needs. 


Capital  expenditures  for  FY89 
were  approximately  $195 
million,  with  $134.2  already 
expended  by  April  15  (Figure 

1). 


Capital  Expenditures 
Dollars  in  Millions 
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Figure   1 


In  the  last  four  years  major 
legislative  authorizations 
have  been  approved  in  the 
areas  of  corrections,  mental 
health,  higher  education,  and 
the  courts,  totalling  more 
than  $1.6  billion  (Figure  2). 


DCPO  had,  prior  to  these 
recent  authorizations, 
approximately  $1.2  billion   in 
authorized  but  unissued  debt 
outstanding.   This  amount 
represents  essential  major 
renovation  and  maintenance 
work  to  existing  state 
buildings  to  prevent  more 
serious  decay  and  in  some 
instance  to  maintain  minimum 
building  serviceability. 
Total  authorized  but  unissued 
debt  currently  stands  at 
approximately  $2.8  billion. 
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Recent  Appropriations 


Higher  Education 

Chapter  208,  1988 $440,000,000 

Courts 

Chapter  203,  1988 320,000,000 

Chapter  199,  1988 25,000,000 

Corrections 

Chapter  799.  1985  . 273,240,000 

Chapter  668.  1986 213.000.000 

Mental  Health 

Chapter  167,  1987   369.486.000 


TOTAL 


$1,640,725,000 


Figure  2 


Theoretical  Options 
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Figure  3    Prior  to  FY89-90 
Spending  Caps 


DCPO  has  developed  a 
theoretical  option  for  the 
actual  expenditure  of  these 
authorized  amounts,  for  the 
purpose  of  estimating  in-house 
and  consultant  staff 
requirements  during  a  ten  year 
period  (Figure  3). 

Current  capital  authorizations 


within  DCPO's  jurisdiction 
will  have  to  be  supplemented 
to  meet  additional  state 
needs.   It  is  already  possible 
to  identify  such  additional 
needs  in  the  correctional 
system  and  the  system  of 
higher  education. 

The  Department  of  Corrections 
(DOC) ,  for  example,  is  facing 
increasingly  serious  problems 
with  overcrowding  and 
inadequate  facilities.   The 
Special  Commission  estimates 
that  to  merely  maintain  the 
present  prison  infrastructure, 
accounting  for  a  modest 
increase  in  the  overall  prison 
population  and  replacing 
certain  antiquated  facilities 
currently  in  use,  will  require 
the  expenditure  of 
approximately  $700  million 
more  over  the  next  ten  years. 

The  system  of  higher  education 
also  has  projected  additional 
capital  needs  during  the  next 
five  years  of  more  than  $630 
million  (Figure  4) . 


Higher  Education  Projected  Capital  Need 6 
1989   -    1993 
(Dollar*  in  Million*) 
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It  is  also  reasonable  to 
expect  that  additional  capital 
needs  will  be  identified 
during  a  relatively  short 
future  time  frame  for 
unidentified  or  unforeseen 
building  renovation  and 
maintenance  requirements. 
Additionally,  the  significant 
capital  programs  underway  for 
the  court  and  mental  health 
systems  may  also  require 
additional  funding  during  this 
time  frame,  but  have  not  been 
estimated  or  projected  at  this 
time. 

The  state's  minimum 
requirement  for  the  period 
from  FY89  through  FY96  for 
general  buildings  and  grounds 
needs  is  about  $4.2  billion. 
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V.  PUBLIC  HOUSING  NEEDS 


Survey  activities  regarding  the  Commonwealth's  public  housing 
infrastructure  needs  concentrated  at  the  state  level,  in  regard 
to  the  public  housing  programs  of  the  Executive  Office  of 
Communities  and  Development. 

The  Special  Commission's  survey  identified  a  total  projected  need 
in  the  state  public  housing  arena  of  approximately  $2.5  billion, 
all  of  which  would  be  a  state  financing  responsibility. 


PROJECTED  CAPITAL  NEED  (000s  omitted) : 

Category/ Agency   State  Share   Federal  Share  Total  Projected 

Public  Housing 

EOCD  $2,500.000  $2.500,000 

TOTAL      $2,500,000  $2,500,000 
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EXECUTIVE  OFFICE  OF  COMMUNITIES  AND  DEVELOPMENT 


The  Executive  office  of 
Communities  and  Development 
(EOCD)  is  charged  with 
preserving  and  upgrading  the 
housing  stock  in  the 
Commonwealth,  and  with 
stimulating  the  production  of 
new  housing.   Eocd  oversees 
the  Tax-Exempt  Local  Loans  to 
Encourage  Local  Rental  Housing 
(TELLER)  program,  the 
Massachusetts'  Housing  Finance 
Agency's  Home  Mortgage 
program,  the  Homeownership 
Opportunity  program  (HOP) ,  the 
State  Housing  Assistance  for 
Rental  Production  program 
(SHARP) ,  the  Housing  Services 
Program,  the  Abandonment 
program,  the  federal  Section  8 
program  and  many  other 
programs  which  seek  to 
ameliorate  the  shortage  of 
affordable  rental  housing  and 
help  preserve  housing 
opportunities  in  the 
Commonwealth . 

The  Legislature  has  taken  a 
number  of  steps  to  address  the 
housing  problem.   During  the 
1987  legislative  session,  it 
enacted  a  $408.6  million 
package  including  $188.6 
million  to  produce  2,275  units 
of  low  income  housing.   Also 
included  was  $155  million  for 
state  and  federal  housing 
modernization  and  renovation, 
as  well  as  $10  million  for  a 
Rental  Housing  Development 
Action  Loan  and  $30  million  to 
create  a  Housing  Innovations 
Fund  to  help  finance  the 
production  of  affordable 
housing  for  low  income 
families  and  individuals. 

EOCD  is  also  charged  with 
promoting  the  revitalization 


of  the  Commonwealth's  urban 
areas,  which  it  accomplishes 
through  the  implementation  of 
a  variety  of  housing,  economic 
development  and  weatherization 
programs,  including  emergency 
energy  assistance,  low-income 
weatherization,  Community 
Enterprise  Economic 
Development  (CEED) , 
Neighborhood  Housing  Services 
(NHS)  and  the  Community 
Development  Action  Grant 
program  (CDAG)  of  the  federal 
government.   These  activities 
provide  funds  for  the 
implementation  of 
infrastructure  improvement, 
the  acquisition  of  real 
property  and  the  construction 
and  rehabilitation  activities 
vital  to  community  growth  and 
development. 

Figure  1  provides  a  review  of 
the  historical  growth  in  EOCD 
expenditures,  for  the  years 
from  FY85  to  FY88,  as  well  as 
the  budget  for  FY89. 
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Figure   1 
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Over  the  next  ten  years,  EOCD 
projects  that  its  combined 
annual  public  housing 
financing  needs  for  the  next 
ten  years  will  total  $2.5 
billion,  calculated  at  an 
annual  average  financing  need 
of  $250  million. 
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VI.  MISCELLANEOUS  NEEDS 


Survey  activities  to  determine  the  extent  of  the  state's 
infrastructure  needs  identified,  the  the  state's  potential  debt 
with  regard  to  financing  these  needs,  also  included  three 
additional  agencies,  as  follows: 

•  The  Massachusetts  Convention  Center  Authority, 

•  The  Government  Land  Bank,  a  quasi-public  agency, 
and 

•  The  Massachusetts  Technology  Park 
Corporation,  a  quasi-public  corporation. 

These  three  organizations  each  have  identified  infrastructure 
finance  needs  that  must  be  addressed  during  the  1990s,  the 
largest  known  need  stemming  from  the  Convention  Authority's  Hynes 
Convention  Center  renovation  and  expansion.  The  Special 
Commission's  survey  identified  a  total  projected  need  for  these 
three  organizations  of  approximately  $371  million. 


PROJECTED  CAPITAL  NEED  (000s  omitted) : 

Category/Agency   State  Share   Federal  Share  Total  Projected 

Miscellaneous 

Ma.  Convention   $   371,000  $   371,000 

Center 
Authority 

Land  Bank  30,000  30,000 

Ma.  Technology 

Park  Corp.  6. 000  6. 000 

TOTAL      $   371,000  $   371,000 
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MASSACHUSETTS  CONVENTION  CENTER  AUTHORITY 


The  Massachusetts  Convention 
Center  Authority  was 
established  by  Chapter  190  of 
the  Acts  of  1982.   The 
Convention  Center  Authority's 
responsibilities  include  the 
ownership  and  operation  of  the 
Boston  Common  Parking  Garage, 
and  the  John  B.  Hynes  Veterans 
Memorial  Convention  Center. 

The  Convention  Center 
Authority  has  taken  on  the 
task  of  renovating  and 
expanding  the  Hynes  Convention 
Center.   The  estimated  costs 
of  this  project  are  $208 


million.   As  of  June  30,  1988, 
the  Authority  had  committed 
approximately  $202,2  million 
to  the  project,  of  which 
approximately  $197.6  million 
has  been  expended.   The 
Authority  raised  some  $200 
million  through  the  issuance 
of  Hynes  Convention  Center 
Bonds.   These  bonds  are 
secured  by  the  Commonwealth 
with  the  full  payment  of 
annual  debt  service  cost.   The 
Convention  Center  Authority 
reports  that  this  results  in 
an  obligation  of  $335  million. 


GOVERNMENT  LAND  BANK 


The  Government  Land  Bank, 
(Land  Bank) ,  is  a  quasi-public 
agency  created  under  Chapter 
212  of  the  Acts  of  1975  (and 
further  amended) .   It  is 
governed  by  a  Board  of 
Directors,  which  is  appointed 
by  the  Governor.   The  Board  of 
Director's  membership  includes 
the  Secretary  of 
Administration  and  Finance, 
the  Secretary  of  Communities 
and  Development,  and  eight 
private  sector  appointees. 
The  Land  Bank's  mandate  is  to 
aid  public  agencies  and 
private  enterprise  in 
converting  and  developing 


surplus  federal  and  state 
property  within  the 
Commonwealth . 

The  Land  Bank's  original 
authorization  consisted  of  $40 
million,  to  be  issued  as 
general  obligation  b. 
Beginning  in  1988,  however, 
the  Land  Bank's  bonds  were 
secured  by  the  Commonwealth  in 
the  form  of  contract 
assistance.   The 
Commonwealth ' s  obi igation 
during  the  period  from  FY88 
through  FY94  is  for  $6  million 
per  year. 
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MASSACHUSETTS  TECHNOLOGY  PARK  CORPORATION 


The  Massachusetts  Technology 
Park  Corporation  is  a  quasi- 
public  corporation  established 
under  Chapter  312  of  the  Acts 
of  1982  (and  further  amended) . 

Its  mandate  is  to  create  and 
operate  "Centers  of 
Excellence."  These  centers, 
such  as  Massachusetts  Micro 
Electric  Center,  are  designed 
to  promote  economic 
development  within  the 
Commonwealth . 


The  corporation  is  funded  by 
private  industry  contributions 
and  through  direct  line  item 
appropriations  in  the  state 
budget.   The  Corporation's 
FY90  -  FY94  building  plan 
outline  a  5-year  need  of  $18 
million,  the  Commonwealth's 
share  of  which  is  projected  at 
$6  million. 
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VII.  INDEPENDENT  AUTHORITY  NEEDS 


Survey  activities  regarding  the  needs  of  the  Commonwealth's 
independent  authorities  included  three  authorities  that  make  up 
the  vast  majority  of  the  infrastructure  needs  in  the  state: 

•  The  Massachusetts  Water  Resources  Authority, 

•  Massport,  and 

•  The  Higher  Education  Building  Authority. 

The  Special  Commission's  survey  identified  a  total  projected  need 
of  approximately  $4.6  billion,  with  nearly  three-quarters  of  this 
made  up  by  MWRA  requirements,  as  follows: 


MWRA  $3,400  Billion 

Massport  1.000 
Higher  Education 

Building  Authority  .229 

TOTAL  $4,629  Billion 
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MASSACHUSETTS  WATER  RESOOURCES  AUTHORITY 


The  MWRA  is  responsible  for 
providing  water  services  and 
sewage  collection,  treatment, 
and  disposal  services  to  some 
2.5  million  people  in  the  60 
communities  within  the  MWRA 
service  area.   It  was 
established  in  January  1985 
pursuant  to  Chapter  372  of  the 
Acts  of  1984.   The  authority 
operates  tne  metropolitan 
water  system,  consisting  of 
the  Quabbin  and  Wachusetts 
reservoirs  and  the  Ware  River, 
in  conjunction  with  the 
Metropolitan  District 
Commission  (MDC) .   The  MDC 
owns  and  maintains  the 
reservoirs  and  watersheds 
while  the  Authority  delivers 
the  water  therefrom.   The 
Authority's  sewage  disposal 
responsibilities  include  the 
maintenance  of  5,000  miles  of 
sewer  pipes  and  the  Deer  and 
Nut  Island  sewage  treatment 
plants. 

The  Authority  is  directly 
responsible  for  efforts  to 
rehabilitate  and  repair  the 
wastewater  and  waterworks 
systems  and  to  reduce 
pollution  of  Boston  Harbor. 
The  Authority's  operating  and 
construction  plans  to 
facilitate  these  efforts  are 
designed  to  comply  with  a 
federal  district  court's 
schedule  of  actions.   A 
substantial  part  of  the 
Authority's  construction 
program  is  under  court 
supervision  due  to  liability 
for  Clean  Water  Act  violations 
by  MDC  sewerage  operations. 

The  Boston  Harbor  cleanup 
project  represents  the  largest 
revenue-bond  financing  program 


in  the  United  States.   The 
Authority  estimates  capital 
expenditures  to  reach  $4 . 1 
billion  (FY89  dollars) .   Not 
included  in  this  figure  are 
two  capital  construction 
projects  which  are  estimated 
to  add  an  additional  $1.5 
billion  (FY89  dollars) , 
bringing  the  potential 
obligation  to  $5.6  billion. 
Partial  funding  is  expected 
from  federal  and  state  grants 
and  the  remainder  will  be 
handled  through  the 
Authority's  bonding  capacity. 
It  is  important  to  note  that 
the  Authority  has  already 
begun  its  capital  improvement 
program  as  specified  by  prior 
capital  budgets. 

Pursuant  to  Section  8(b)  of 
Chapter  372  of  the  Acts  of 
1984,  the  Authority  must 
formulate  capital  expenditure 
budgets  and  improvement 
programs  in  accordance  with 
its  Advisory  Board  and  with 
the  Commonwealth's  Executive 
Office  of  Environmental 
Affairs.   The  Authority's 
"Proposed  Capital  Improvement 
Program  FY  1990-1992" 
identifies  comprehensive 
expenditure  requirements  for 
this  period. 

The  Authority  identifies 
approximately  $1.3  billion  in 
capital  expenditures  for  FY90- 
FY92.   Of  this  $1.3  billion, 
75.9%  will  be  devoted  to 
wastewater  projects,  9.3%  to 
waterworks,  and  the  remaining 
14.8%  towards  administration 
and  contingency  costs.   An 
additional  $2.4  billion  is 
scheduled  for  FY93-FY99. 
Figure  1  depicts  capital 
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spending  requirements  for 
FY90-FY99  totalling  $3.7 
billion. 


Total  Projected  Capital  Expenditures 

FY90  -  FY99 

(Dollars  in  Millions) 

2,378.2 


Figure  l 

The  Authority  estimates  that  a 
portion  of  the  $3.7  billion  in 
capital  spending  for  FY90-FY99 
will  be  accounted  for  through 
various  federal  and  state 
grant  programs.   Figure  2 
depicts  an  estimate  of  future 
combined  federal  and  state 
grant  support. 


Projected  Grant  Revenue 
FY90  -  FY99 

(Dollars  in  Millions) 


83.9  63.2 


FY80 


Figure  2 


Unfortunately,  grant  revenues 
alone  will  not  cover 
expenditure  requirements.   The 
Authority  will  be  responsible 
for  financing  79.6%  of 
projected  capital  expenditures 
in  FY90,  76.8%  in  FY91,  and 
88.7%  in  FY92.   In  addition, 
the  Authority  is  responsible 
for  98.9%  of  financing  in 
FY93-FY99,  a  period  which 
comprises  55.5%  of  total 
capital  expenditures. 
Figure  3  illustrates  capital 
financing  requirements  as  the 
result  of  capital  spending 
minus  grant  revenue.   The 
period  FY90-FY99  leaves  the 
Authority  with  capital 
financing  requirements, 
identified  at  present,  of 
approximately  $3.4  billion. 


Capital  Financing  Requirements 
FY90  -  FY99 

(Dollars  In  Millions) 


2,3622 


3268 


4882 


275.1 


FY90 


FY91 


FY92 


Figure   3 
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MAS SPORT 


The  Authority  is  responsible 
for  a  number  of  different 
port-related  facilities. 
These  facilities  include  air- 
port properties,  which  include 
the  Boston-Logan  International 
Airport  and  L.G.  Hanscomb 
Field  in  Bedford;  and  several 
port  properties  including  the 
Moran  Container  Terminal  in 
Charlestown,  the  Conley  and 
the  Harbor  Gateway  Terminals 
in  South  Boston,  The  Boston 
Army  Base  in  South  Boston 
which  includes  the  Black 
Falcon  Cruise  Terminal,  the 
Boston  Fish  Pier  and  the 
Commercial  Pier  on  which  the 
World  Trade  Center  is  located 
(both  piers  in  South  Boston) , 
Hoosac  Pier  in  Charlestown 
which  is  the  site  of 
Constitution  Plaza,  the  "East 
Boston  Piers",  the  Boston 
Marine  Works  in  East  Boston, 
and  the  Revere  Sugar  Terminal 
in  Charlestown. 

The  Authority  has  several  gen- 
eral powers.   Among  the  most 
important  of  these  is  the 
power  (a)  to  issue  revenue 
bonds  and  borrow  money  in  an- 
ticipation of  these,  (b)  to 
maintain,  improve  and  operate 
its  projects,  (c)  to  construct 
and  acquire  additional  facil- 
ities in  the  Commonwealth  when 
authorized  by  the  legislature, 
(d)  to  investigate  the  need 
for  additional  facilities  that 
will  develop  and  improve  com- 
merce in  the  metropolitan 
area,  and  (e)  to  fix,  revise 
and  collect  tolls  for  the  pro- 
jects it  operates.   The 
Authority  can  also,  in  certain 
circumstances,  purchase  or  ac- 
quire property  by  eminent  do- 
main.  The  Authority  has  no 


taxing  power,  and  debt  retire- 
ment will  have  to  come  from 
revenue  raised.   The  Authority 
has  issued  bonds  in  1978, 
1985,  and  1988.   The  1988 
issue  was  in  the  amount  of 
$101,100,000.   The  Authority 
expects  to  issue  about  another 
$100  million  to  $200  million 
in  1991. 

The  Authority  is  planning  a 
major  capital  program  spanning 
the  next  decade  with  projected 
expenditures  of  approximately 
$1  billion.   Much  of  this  work 
will  occur  at  Logan  airport. 
The  addition  of  the  Third 
Harbor  Tunnel  will  impact 
ground  access  to  Logan  as  well 
as  necessitate  the  relocation 
of  major  airport  support 
facilities.   The  airport  is 
also  planning  on  expanding 
terminal  and  airside  capacity, 
modification  and  expansion  of 
passenger  and  cargo 
facilities,  new  rental  car  and 
parking  facilities,  new 
fired/crash  rescue  stations 
and  maintenance  facilities, 
and  plans  for  a  new  central 
terminal.   Outside  of  Logan 
the  Authority  is  planning  on 
repair  and  painting  of  the 
Tobin  bridge,  modernization  of 
Port  facilities  and 
consideration  of  remote 
structured  parking. 
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HIGHER  EDUCATION  BUILDING  AUTHORITY 


The  Special  Commission's 
research  into  the  funding 
needs  of  independent 
authorities  in  the 
Commonwealth  also  included 
review  of  the  needs  identified 
by  the  Higher  Education 
Building  Authority.   While  not 
of  the  same  order  of  magnitude 
as  the  two  other  authorities 
covered 


in  the  two  immediately 
preceeding  sections, 
substantial  needs  were 
identified  that  deserve 
consideration . 

These  needs,  for  the  decade  of 
the  1990s,  were  estimated  at 
approximately  $229  million. 
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IX.  CONCLUSIONS 


Overview:  General  Obligation 
Debt 

Analysis  of  the  Commonwealth's 
issued  and  authorized  debt 
levels,  its  debt  capacity  and 
resulting  ability  to  fund  its 
infrastructure  needs  will  deal 
exclusively  with  general 
obligation  debt. 

The  Commonwealth  has  debt 
liability,  both  bonds  and 
notes,  for  general  obligation 
debt,  guaranteed  debt,  and 
contingent  liability  on 
authority  debt. 

General  obligation  debt 
consists  of  direct  debt, 
dedicated  tax  debt,  federally 
assisted  housing  debt, 
district  debt  and  transit 
debt. 

Direct  debt  is  incurred  by  the 
Commonwealth  to  fund  the 
acquisition  and  construction 
of  general  state  purposes  and 
projects  such  as  highways, 
bridges,  buildings  and  water 
pollution  abatement 
facilities.   Direct  debt  is 
also  incurred  on  short  term 
borrowings  in  anticipation  of 
revenues  from  tax  receipts  and 
other  sources.   Principal  and 
interest  on  direct  debt  is 
paid  exclusively  from  revenues 
of  the  Commonwealth. 

Dedicated  tax  debt  is  debt  the 
payment  of  which  is  secured  by 
the  pledge  of  dedicated  tax 
revenues.   Dedicated  tax  debt 
consists  of  the  obligation  of 
the  Commonwealth  pursuant  to 
Chapter  302  of  the  Acts  of 
1989  which  provided  for  the 
funding  of  certain  FY89 
operating  costs  and  FY89  and 


prior  year  Medicaid  costs.   A 
temporary  surtax  to  a  portion 
of  the  personal  income  tax  for 
the  1989  and  1990  taxable 
years  has  been  dedicated  to 
meet  this  obligation. 

Federally  assisted  housing 
debt  is  debt  incurred  by  the 
Commonwealth  to  fund  the 
construction  and 
rehabilitation  of  public 
housing  projects.   It  is 
expected  that  principal  and 
interest  on  such  debt, 
however,  will  ultimately  be 
paid  from  federal  housing 
assistance  payments. 

District  debt  is  debt  incurred 
by  the  Commonwealth  to  fund 
the  cost  of  the  Metropolitan 
Parks  District  and  half  the 
cost  of  the  Metropolitan  Water 
District  debt. 

Transit  debt  is  short  term 
debt  incurred  by  the 
Commonwealth  to  fund  the 
annual  net  cost  of  service  of 
the  Massachusetts  Bay 
Transportation  Authority 
(MBTA) .   This  debt,  except  for 
amounts  of  state  contract 
assistance,  is  expected  to  be 
repaid  from  assessments  made 
upon  the  78  municipalities 
making  up  the  territory  of  the 
MBTA. 

While  guaranteed  debt  and 
contingent  liability  debt  are 
not  generally  obligations  of 
the  Commonwealth,  there  is  the 
potential  for  Commonwealth 
liability. 
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Guaranteed  debt  consists  of 
the  potential  liability  that 
the  Commonwealth  would  incur 
by  guaranteeing  the  bonds  of 
local  housing  authorities, 
higher  education  building 
authorities,  certain  bonds  of 
the  Town  of  Mashpee,  and 
certain  notes  of  the 
Massachusetts  Water  Resources 
Authority  (MWRA) . 

Contingent  liability  on 
authority  debt  consists  of  the 
statutory  requirements  of  the 
Commonwealth  to  make  debt 
service  payments  for  debt 
incurred  by  the  MBTA,  the 
Massachusetts  Convention 
Center  Authority  (MCCA) ,  the 
Boston  Metropolitan  District 
(predecessor  of  the  MBTA) ,  the 
Massachusetts  Government  Land 
Bank,  the  steamship  authority, 
and  regional  transit 
authorities. 


General  Obligation  Debt 
Outstanding 

Levels  of  outstanding  state 
debt  have  increased  steadily 
since  fiscal  1980.   This  trend 
started  to  accelerate  in  FY8  6 
and  with  the  exception  of 
FY88,  has  dramatically 
increased  each  year  since. 
(See  Table  1) . 

Levels  of  debt  authorizations 
have  also  significantly 
increased  during  this  period 
in  addition  to  debt  that  was 
actually  issued. 

This  trend  resulted  in  the 
accumulation  of  authorized 
unissued  debt  which  is  larger 
than  outstanding  issued 
amounts.   (Table  1.) 

As  of  October  24,  1989,  the 
Commonwealth  had  potential 


outstanding  general  obligation 
direct  debt  of 
$13,300,700,000.  (Table  1.) 
In  addition  to  potential 
outstanding  direct  debt  the 
Commonwealth  had  an  additional 
potential  general  obligation 
debt  (federally  assisted 
housing  and  district  debt)  of 
$93,703,000,  and  potential 
guaranteed  debt  and  contingent 
liability  debt  of 
$1,193,324,000  (Table  2), 
totalling  a  potential 
Commonwealth  debt  liability  of 
$14,587,727,000  (Table  3). 

The  authorized  unissued 
amounts  of  the  Commonwealth 
potential  debt  liability  do 
not  include  $415  million  in 
dedicated  tax  debt  required  to 
fund  the  FY89  deficit  and  the 
cost  of  the  state's  share  of 
depressing  the  Central  Artery 
and  Third  Harbor  Tunnel,  which 
has  not  been  accurately 
identified  yet. 


Measures  of  Debt  Burden 

The  debt  burden  of  a  state  is 
most  commonly  measured  by  the 
amount  of  debt  outstanding  per 
capita  or  by  comparing  the 
amount  of  debt  outstanding  to 
some  aspect  of  the  state's 
economic  base  such  as  personal 
income,  or  as  a  percent  of  the 
full  valuation  of  its  real 
estate. 

In  1988,  in  comparison  with 
the  other  49  states, 
Massachusetts  by  any  of  these 
three  measures  was  among  the 
highest: 


4th  in  net  tax-supported 
debt  per  capita,  after 
Hawaii,  Alaska,  and 
Delaware. 


42 


TABLE  1 
Commonwealth  Potential  General  Obligation  Debt 

(Dollars  in  Millions) 


Debt 

Total 

Fiscal 

Bond 

Debt 

Authorized 

Potential 

Year 

Issues 

Notes 

Outstanding 

Unissued 

Debt  Outstanding 

(a) 

(e) 

(c) 

(c) 

(c,g) 

80 

$131.0 

n/a 

$2,892.3 

$1,526.6 

$4,355.9 

81 

250.0 

n/a 

2,813.5 

1,692.2 

4,504.7 

82 

300.0 

n/a 

2,920.5 

1,734.1 

4.654.6 

83 

425.1 

n/a 

3,181.6 

1,977.2 

5,158.8 

84 

377.0 

292.0 

3,346.6 

2,923.9 

6,516.9 

85 

280.0 

297.0 

3,424.6 

2,461.5 

6,183.1 

86 

445.0 

169.4 

3,677.0 

3,732.2 

7,546.8 

87 

515.0 

163.9 

3,826.0 

4,251.7 

8,241.6 

88 

350.0 

303.4 

4,122.0 

7,361.4 

11,786.8 

89   1 

,495.0 

142.0 

5, 166. 8(d) 

6,799. 6(d) 

12,088.4 

90(b) 

230.0 

799.0 

5,684.3(e, 

f)  6,817.4(e, 

f) 

13,300.7 

(a)  Does  not  include  refunding  issues  to  lower  interest  costs 
and  mini-bond  sales  by  the  State  Treasurer  of  between  $20 
million  and  $40  million  each  year  since  FY80.   Source: 
Administration  &  Finance. 

(b)  Issue  to  date.   Total  estimated  issue  for  FY90  is  between 
$950  million  and  $1  billion.   Source:  Administration  & 
Finance. 

(c)  Source:   Commonwealth  of  Massachusetts  Official  Statements 
and  Annual  Financial  Report:  Office  of  the  Comptroller. 

(d)  As  of  July  5,  1989.   Source:  Office  of  the  State 
Comptroller. 

(e)  Source:  Commonwealth  of  Massachusetts  Official  Statement 
dated  October  1,  1989. 

(f)  As  of  October  24,  1989. 

(g)  Totals  are  notes  plus  state  debt  outstanding  plus  authorized 
unissued  debt. 
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TABLE  2 
Authorized  But  Unissued  Debt* 
(000s  Omitted) 


Authorized  but  unissued  Commonwealth  federally 

assisted  housing  debt  $   2,230 

Authorized  but  unissued  Commonwealth  District  Debt    91.473 


Subtotal 

Authorized  but  unissued  guaranteed  debt: 

Higher  education  building  authorities 
obligations 

Contingent  liabilities  on  authorized  but 
unissued  debt: 

MBTA  bonds 

Steamship  and  regional  transit 

authorities 
Authorized  but  unissued  MCCA  debt 
for  which  state  contract  assistance 
may  be  granted 


93,703 

114,799 

1,018,665 
23,035 

36.825 


Subtotal     1,193,224 
TOTAL   $  1,287,027 


*  As  of  October  24,  1989 


Source:  Commonwealth  of  Massachusetts  Official  Statement  dated 
October  1,  1989. 


Fiscal 
Year 


TABLE  3 
Total  Potential  Commonwealth  Debt  Liability 

(000s  Omitted) 


Notes 


Debt 
Debt      Authorized 
Outstanding   Unissued 


Guaranteed 
Debt/ 

Contingent 
Liability 
Unissued 


Total 


89 
90 


142,000 
799,000 


5,166,847 
5,684,304 


6,779,600    1,456,626   13,545,073 
6,817,369    1,287,027   14,587,700 
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6th  in  net  tax-supported 
debt  as  a  percentage  of 
estimated  full  valuation, 
after  New  York,  Hawaii, 
Delaware,  Louisiana  and 
Pennsylvania. 

6th  in  net  tax  supported 
debt  as  a  percentage  of 
personal  income,  after 
Hawaii,  Alaska, 
Louisiana,  Delaware  and 
Kentucky . 


percent  of  estimated  full 
valuation  of  real  estate 
of  the  median  state  and 
slightly  more  than  two 
times  the  average  for  all 
states ;  and 

More  than  two  times  the 
net  tax  supported  debt  as 
a  percent  of  personal 
income  for  the  median 
state  and  more  than  two 
times  the  average  for  all 
states. 


Perhaps  more  importantly,  the 
Massachusetts  figure  is: 


More  than  three  times 
than  the  amount  of  net 
tax  supported  debt  per 
capita  of  the  median 
state  and  almost  three 
times  the  average  for  all 
states; 

Slightly  more  than  two 
times  the  net  tax 
supported  debt  as  a 


In  the  simplest  of  terms, 
these  statistics  indicate  that 
in  comparison  with  the  other 
49  states,  Massachusetts  has 
obligated  more  than  two  or 
three  times  the  portion  of  the 
economic  base  from  which  all 
revenues  are  ultimately 
derived  to  the  repayment  of 
debt  as  has  either  the  median 
or  average  state. 

The  recent  Massachusetts 
experience  is  as  follows: 


TABLE  4 
Recent  Massachusetts  Experience 

Debt  Service  Including  Outstanding  Debt  Outstanding  Debt 
Fiscal  Contract  Assistance        Ratio  to       Ratio  to  Full 
Year  as  %  of  State  Revenue   Personal  Income  Real  Estate  Value 


82 

8.1% 

4.13% 

83 

8.2 

4.18 

84 

8.0 

4.00 

85 

7.5 

3.73 

86 

7.0 

3.73 

87 

7.0 

3.70 

88 

7.5 

3.65 

89 

7.5 

4.23 

90 

8.3 

4.67 

Source: 

Off 

ice  of  Admini 

stration 

&  Finance 

2 
2 
2 
2 
2 
1 
1 


77% 

53 

45 

30 

02 

79 

49 


1.43 
1.48 
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Debt  service  as  a  percentage 
of  revenues  began  to  increase 
in  FY88  as  debt  issued 
increased  at  the  same  time 
state  revenues  began  dramatic 
decreases.   It  must  be 
emphasized,  however,  that 
during  FY84  -  FY86  state 
revenues  were  increasing  by 
double  digit  percentages.   The 
ratio  of  outstanding  debt  to 
personal  income  began  to 
increase  at  the  same  time. 
The  ratio  of  debt  to  the  full 
valuation  of  the  state's  real 
estate  has  remained  relatively 
constant,  but  this  is 
primarily  the  result  of  the 
growth  in  the  value  of 
Massachusetts  property. 


Authorized  and  Unissued  Debt 

Complicating  the  analysis  of 
debt  burden  in  Massachusetts 
is  the  amount  of  authorized 
and  unissued  debt. 
Massachusetts,  unlike  most 
other  governmental 
jurisdictions,  is  not  required 
to  take  prospective  bond 
issues  to  the  people  for  their 
approval.   Legislative 
authorization  and  executive 
approval  is  all  that  is 
required.   As  a  result,  there 
is  "on  the  books"  at  the 
current  time,  in  addition  to 
the  debt  outstanding, 
authorization  for 
$6,817,400,000  which  will  be 
presumably  issued  within  the 
next  few  years.  (See  Table  1 
above) . 

Massachusetts,  unlike  many 
other  states,  also  guarantees 
the  debt  of  a  number  of 
independent  authorities  adding 
to  the  state's  potential  debt 
liability  (Table  4) . 


How  the  issuance  of  this 
outstanding  debt  authorization 
and  future  authorizations 
would  affect  the  amount  of 
debt  outstanding  per  capita 
and  the  ratio  of  such  debt  to 
personal  income  and  full 
property  valuation  is  of  the 
utmost  importance. 


Role  and  Considerations  of 
Rating  Analysts 

Every  state  must  be  attentive 
to  what  those  who  rate 
municipal  securities  (bonds) 
say  about  their  credit  rating. 
Whether  they  be  in  the  rating 
agency  itself  or  in  the 
research  department  of  an 
investment  banking  firm,  their 
analysis  determines  the 
interest  rate  a  state  will  pay 
over  the  life  of  its 
borrowings  each  year. 

Rating  agencies,  however,  do 
not  make  public  policy  for  the 
states  they  analyze.   Their 
concerns  are  only  whether  a 
state  has  the  resources  to 
repay  its  debt  issued  in  a 
timely  fashion,  and  also 
whether  the  state  is 
adequately  managed  to  utilize 
its  financial  resources  in  a 
way  which  will  not  interfere 
with  the  proper  payment  of 
debt. 

In  determining  a  state's 
credit  rating,  rating  agencies 
are  concerned  with  the  level 
of  commitment  of  available 
resources  in  the  same  way  a 
bank  or  other  lender  would  be 
concerned  about  outstanding 
debt;  mortgages,  liens  or  any 
prior  claim  against  the 
resources  of  an  individual 
seeking  an  extension  of 
credit.   Also,  in  the  same  way 
a  lender  doing  a  credit 
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analysis  of  an  individual 
would  take  into  consideration 
the  current  and  estimated 
future  ability  of  the 
individual  to  earn  sufficient 
income  to  offset  prior  claims 
and  to  pay  interest  and 
principal  on  any  new  debt 
contemplated,  so  the  rating 
agencies  take  into 
consideration  the  current  and 
likely  future  ability  of  a 
state  to  raise  revenue,  either 
from  current  or  new  taxes 
raised  from  the  income  or 
property  of  the  people  of  the 
state. 


and  credit  rating  which 
encouraged  investors  to 
purchase  the  state's 
securities. 

That  situation  no  longer 
exists. 

Almost  within  a  year  of  having 
its  credit  rating  improved, 
the  state's  fiscal  situation 
has  sent  a  message  to  rating 
agencies  and  investors  that  it 
is  no  longer  managing  its 
resources,  and  that  ultimately 
it  may  not  be  able  to  pay  the 
principal  and  interest  on  its 
debt  when  due. 


Current  Massachusetts 
Situation 

In  1988,  after  years  of 
apparently  careful  fiscal 
planning,  both  Moody's  and 
Standard  and  Poor  raised  the 
credit  rating  of  the 
Commonwealth  of  Massachusetts. 
The  state  had  provided  a  plan 
and  funding  to  meet  its  long 
term  pension  liability,  had 
created  a  stabilization  fund, 
had  established  a  history  of 
properly  balanced  budgets, 
convincing  the  analysts  and 
investors  that  the  state ' s 
financial  situation  was  sound 
and  that  deficits  were  a  thing 
of  the  past.   Massachusetts 
was  building  a  reputation  of 
sound  budgeting  and  fiscal 
management,  during  a  period  of 
tax  cuts,  tax  limits  such  as 
Proposition  2  1/2,  and  most 
importantly  during  a  period  of 
relatively  high  levels  of 
debt. 


As  a  result  of  the  state's 
fiscal  situation,  the  rating 
agencies  responded  quickly, 
lowering  the  state's  credit 
rating  to  a  new  all-time  low. 
(See  Table  5.)   The  state's 
credit  rating  is  now  in  a 
class  by  itself  just  above  the 
State  of  Louisiana  and  Puerto 
Rico. 

Massachusetts  bond  issues  are 
no  longer  considered 
investment  grade  by  some 
investment  funds.   It  will 
become  increasingly  difficult 
for  the  state  to  continue  to 
increase  outstanding  debt  in 
this  environment.   What 
remains  is  the  state's  high 
level  of  debt  about  which 
there  are  concerns  that  it  is 
neither  affordable  nor 
manageable,  with  the  potential 
inability  of  the  state  to  meet 
its  current  and  future 
infrastructure  needs. 


A  relatively  high  level  of 
debt,  in  such  circumstances, 
was  considered  affordable  and 
manageable  within  reasonable 
revenue  estimates. 
Massachusetts  had  a  reputation 


Recommendations 

Massachusetts  cannot  afford  to 
risk  further  deterioration  of 
its  credit  rating,  investor 
perceptions  and  resulting 
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TABLE  5 
Massachusetts  Credit  Rating 


Fiscal 

Issue  in 

Moody ■ s 

S&P 

Net  Interest 

Bond  Buyer 

Year 

Millions 

Rating 

Rating 

Cost  (a) 

Index  (b) 

84 

$100.0 

Al 

AA- 

9.56 

9.73 

84 

127.0 

Al 

AA- 

9.56 

9.83 

84 

150.0 

Al 

AA- 

10.19 

10.83 

85 

140.0 

Al 

AA 

9.44 

10.02 

85 

140.0 

Al 

AA 

8.93 

9.62 

86 

150.0 

Al 

AA 

8.61 

9.30 

86 

45.0 

Al 

AA 

7.77 

8.36 

86 

100.0 

Al 

AA 

6.61 

7.34 

86 

150.0 

Al 

AA 

6.54 

7.16 

87 

165.0 

Al 

AA 

6.47 

7.06 

87 

150.0 

Al 

AA 

5.95 

6.68 

87 

200.0 

Al 

AA 

6.92 

7.72 

88 

150.0 

Al 

AA 

7.96 

8.72 

88 

200.0 

AA 

AA+ 

6.67 

7.49 

89 

250.0 

AA 

AA+ 

7.13 

7.76 

89 

380.0 

AA 

AA+ 

7.31 

7.66 

89 

200.0 

AA 

AA+ 

7.51 

7.57 

89 

200.0 

AA 

AA+ 

7.50 

7.55 

89 

365.0 

A 

AA- 

7.21 

6.70 

90 


230.0 


7.17 


7.19 


(a)  Commonwealth  bids  require  a  true  interest  cost  basis. 

(b)  Average  of  the  index  (20  bond)  for  the  week  prior  to,  the 
week  of,  and  the  week  after,  the  sale. 
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increased  interest  costs  by 
adding  more  than  an  absolute 
minimum  to  the  level  of  tax 
supported  debt  currently 
outstanding.   Future 
authorized  but  unissued  debt 
must  be  restricted  so  that 
debt  service  requirements, 
when  the  authorizations  are 
issued,  will  be  within 
reasonable  percentages  of 
believable  revenue  estimates. 

Additionally,  new  levels  of 
outstanding  debt  should  not 
add  significantly  to  the 
current  ratios  of  debt  to 
personal  income  and  full 
valuation  of  real  estate.   To 
achieve  this  end,  the 
Commonwealth  must  continue  to 
limit  its  yearly  debt  issues. 

1.   Capping  Issues  of  New  Debt 

Assuming  projected  tax  based 
revenue  growth  of  6%  in  FY91 
and  7%  for  the  following 
years,  and  8%  growth  in 
personal  income  and  modest 
growth  in  the  full  valuation 
of  real  estate,  a  base  year 
limit  of  $925  million  in  new 
debt  issues  would  keep  the 
debt  ratio  to  personal  income 
and  full  valuation  of  real 
estate  within  acceptable 
limits  for  the  rest  of  the 
decade.   (See  Table  6) .   The 
base  year  limit  of  $925 
million  could  be  increased  by 
the  rate  of  inflation  each 
year  during  this  period. 

Even  with  fairly  aggressive 
economic  projections,  a  base 
year  limit  of  $925  million  in 
new  borrowing  will  only 
maintain  approximately  the 
same  ratios  of  debt  to 
personal  income  and  full 
valuation  of  real  estate  as 
currently  exist.   Increased 


amounts  of  yearly  issue  would 
worsen  these  ratios. 

This  proposed  level  of  yearly 
new  debt  issue  will  also 
result  in  significant 
increases  to  the  current  level 
of  debt  service  appro- 
bations.  (See  Table  7) . 

2.   Revenue  Bonds  and  Cash 
Construction 

However  necessary  it  is  to 
recommend  prudent  management 
of  the  state's  amount  of  tax 
supported  debt,  that 
recommendation  does  not 
provide  the  framework  within 
which  the  state  can  provide 
for  its  continuing  infra- 
structure needs.   It  is 
becoming  clear  that  the 
Commonwealth  must  consider  and 
identify  infrastructure 
projects  which  can  be 
supported  by  the  issue  of 
revenue  bonds  the  debt  service 
of  which  is  supported  entirely 
by  revenues  generated  by  the 
development  of  the  infra- 
structure . 

The  Commonwealth  must  also 
consider  raising  new  revenues 
which  can  be  dedicated  to  meet 
its  current  and  future  infra- 
structure needs.   However, 
since  the  Commonwealth  should 
not  add  to  the  proposed  levels 
of  tax  supported  debt,  it  is 
recommended  that  a  program  of 
cash  construction  be  insti- 
tuted from  a  dedicated  revenue 
source.   Cash  construction 
obviously  will  not  affect  the 
Commonwealth's  credit  rating, 
but  more  importantly  over  the 
long  term  such  a  program  will 
produce  more  infrastructure 
construction  by  avoiding 
significant  interest  costs. 
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TABLE  6 
Massachusetts  Projections 

Debt  Service  Including  Outstanding  Debt  Outstanding  Debt 
Fiscal  Contract  Assistance        Ratio  to       Ratio  to  Full 
Year  as  %  of  State  Revenue   Personal  Income  Real  Estate  Value 

1.53% 

1.56 

1.60 

1.62 

1.64 

1.66 

1.66 

1.67 

1.67 

1.67 


91 

9.1% 

4.67% 

92 

9.4 

4.65 

93 

9.4 

4.62 

94 

9.4 

4.57 

95 

9.5 

4.50 

96 

9.4 

4.42 

97 

9.3 

4.33 

98 

9.3 

4.23 

99 

9.2 

4.13 

00 

9.1 

4.02 

Source: 

Trainor  and  Company 

Office  of  Administration  &  Finance 


TABLE  7 

Additional  Debt  Service  Requirement 

On  Proposed  Debt  Issue  Limit 


Dollars  in 

Fiscal  Year  Millions 

91  $158.0 

92  111.0 

93  87.0 

94  93.0 

95  101.0 

96  84.0 

97  107.0 

98  105.0 

99  118.0 
00  108.0 


Source:  Office  of  Administration  &  Finance. 
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Dr.  Donald  R.F.  Harleman,  Ford  Professor  of  Engineering,  M.I.T. 

Harleman  -  There  are  five  main  phases  of  the  MWRA's  construction 
plan: 

1.  New  Primary  Plant. 

2.  Ocean  Outfall  Pipe.  A  9  mile  diffuser.  This  will  be  the 
largest  outfall  pipe  anywhere  in  the  world. 

3.  New  Secondary  Treatment  Plant.  This  will  provide  additional 
treatment  as  mandated  by  E.P.A.  The  major  effect  of  the  secondary 
treatment  stage  is  the  increased  removal  of  material  that  effects 
dissolved  oxygen  in  water.  The  remaining  effluent  then  goes  into 
the  water.  It  should  be  noted  that  the  present  system  has  no 
secondary  treatment  facility. 

4.  Sludge  Disposal  Facility.  This  will  provide  for  land  disposal 
of  all  materials  removed  from  primary  and  secondary  treatment 
plants.  Primary  and  secondary  treatment  produce  equal  amounts  of 
sludge.  A  secondary  treatment  system,  therefore,  will  produce 
approximately  two  times  as  much  sludge  as  the  primary  treatment 
system.  At  present,  the  sludge  from  the  current  operating  plant 
is  being  discharged  into  the  Harbor  at  Deer  Island. 

5.  Combined  Sewer  Overflow  Control  Facility  (CSO) .  This  will 
provide  for  a  significant  reduction  in  the  discharge  of  raw 
sewage  due  to  wet  weather  flows  that  exceed  the  capacity  of  the 
treatment  plant.  Untreated  discharges  occur  approximately  50 
times  a  year  from  many  points  in  the  Harbor  and  result  in  the 
closure  of  beaches  and  shellfish  areas.  The  CSO  control  facility 
will  require  more  than  20  miles  of  deep  rock  tunneling  under 
Boston  to  store  the  excess  weather  flows.  The  stored  wastewater 
will  then  be  fed  into  the  treatment  system  during  dry  weather 
periods. 

Only  the  first  four  components  just  listed  are  included  in  the 
present  $6.1  billion  federal  court-ordered  construction  schedule 
that  runs  to  the  year  2000.  While  the  MWRA  has  accepted 
responsibility  for  the  CSO  problem,  its  costs  and  placement  in 
the  construction  schedule  while  not  be  resolved  until  after  the 
final  CSO  facility  plans  are  submitted  many  months  from  now. 

It  is  apparent  that  the  MWRA's  financial  and  management 
capabilities  will  be  stretched  to  the  limit  in  order  to  complete 
primary  and  secondary  treatment,  the  ocean  outfall,  and  the 
sludge  disposal  facility,  by  the  year  2000.  If  the  court-ordered 
schedule  is  followed,  completion  of  the  CSO  control  facility  may 
extend  well  into  the  next  century.  It  will  come  as  a  rude 
surprise  to  ratepayers  that  completion  of  the  $6  billion  system 


will  not  make  the  Harbor  fishable  or  swimmable.  In  addition,  I 
expect  the  CSO  facility  will  cost  more  than  $1  billion. 

Therefore,  based  on  scientific  and  engineering  analysis  of 
various  components  of  the  treatment  plant,  I  conclude  that 
construction  of  a  secondary  treatment  plant  cannot  be  justified. 
I  suggest  that  the  proper  set  of  priorities  for  the  Harbor  are: 

1.  Follow  the  present  court-ordered  schedule  to  the  completion  of 
the  new  primary  plant,  its  sludge  disposal  facility,  and 
nine-mile  ocean  outfall  diffuser. 

2.  The  cleanup  effort  should  then  be  directed  away  from  secondary 
treatment  in  favor  of  CSO  control  facilities. 

3.  Upon  completion  of  CSO  work,  an  intensive  monitoring  program 
of  the  Harbor  and  Bay  will  determine  if  additional  treatment  is 
necessary.  If  so. . . 

4.  Implement  a  new  and  innovative  treatment  process  known  as 
advanced  primary  treatment,  instead  of  conventional  secondary 
treatment  now  required  by  EPA. 

My  conclusion,  that  secondary  treatment  cannot  be  justified,  is 
based  entirely  on  published  information  provided  by  MWRA's  1988 
Secondary  Treatment  Facilities  Plan  document  and  by  E.P.A.'s  1988 
Draft  Supplemental  Environmental  Impact  Statement. 

The  environmental  impacts  of  primary  treatment  effluent  through 
the  9  mile  outfall,  as  well  as  secondary  treatment  effluent 
though  the  outfall,  were  evaluated  by  both  MWRA  and  EPA.  Both 
situations  were  also  evaluated  by  an  independent  Boston  area 
consulting  firm. 

MWRA's  report  demonstrated  that  all  state  and  federal  water 
quality  standard  would  be  met  by  primary  treatment.  During  the 
public  comment  period  which  followed  the  publication  of  the 
MWRA's  report,  I  asked  MWRA  how  they  could  justify  a  secondary 
treatment  plan  when  its  own  report  showed  that  the  benefits  of 
secondary  treatment  over  primary  treatment  were  only  marginal. 
MWRA  response,  published  in  their  "Response  to  Public  Comments," 
was  as  follows: 

It  is  not  necessary  to  justify  secondary  treatment  as  MWRA  is 
mandated  by  Federal  law  and  court  agreements  to  provide  this 
level  of  treatment. 

I  raised  the  same  issue  with  EPA  in  response  to  its  Draft 
Supplemental  Environmental  Impact  Statement  and  its  final  impact 
statement.  EPA  summed  up  my  question  as  follows: 


Some  commentators  questioned  the  need  for  secondary  treatment; 

particularly  for  a  discharge  as  far  offshore  and  as  deep  an 

outfall  location  recommended.  The  suggestion  was  made  that  EPA 

was  overconservative  in  its  analysis,  and  that  money  required  to 

construct  and  operate  the  new  secondary 

treatment  facility  could  better  be  used  to  address  other 

pollution  problems  such  as  discharges  of  raw  sewage  from  combined 

sewer  overflows.  The  need  for  secondary 

treatment  of  MWRA  wastewater  was  not  a  question  addressed  in  this 

impact  statement  and  a  comparison  of  the  impacts  of  primary 

effluent  versus  and  secondary  effluent  is  not  required. 

My  report  contains  information  and  data  to  support  my  claim  that 
the  benefits  of  secondary  treatment  are  marginal  and,  in  fact, 
made  negative  by  the  environmental  impacts  of  having  to  process 
and  dispose  of  two  times  as  much  sludge  on  land. 

The  MWRA's  land  disposal  plan  for  sludge  is  based  on  a  very 
optimistic  assumption  .  .  .  that  the  final  product  will  be  usable 
as  compost  or  fertilizer.  I  would  point  out  that  EPA  is  now  in 
the  process  of  tightening  its  regulations  in  this  area.  This 
could  vastly  increase  the  costs  of  Boston's  land  sludge  disposal 
plans. 

I  would  point  out  that  when  my  report  was  highlighted  by  the 
Boston  press  about  a  month  ago  [May  23,  1989],  it  was  reported 
that  EPA  officials  characterized  my  report  as  wrong  and 
unscientific.  To  date,  I  have  received  no  information  from  EPA  as 
to  what  is  wrong  or  unscientific.  I  welcome  an  open  discussion 
with  EPA  on  this  issue. 

In  relation  to  the  $6  billion  court-ordered  facilities  plan 
(which  does  not  include  CSO  work) ,  my  assessment  of  the  costs  of 
the  secondary  treatment  plant,  including  its  share  of  the  sludge 
processing  facility  and  associate  administrative,  engineering, 
and  contingency  costs,  is  $2-2.5  billion. 

EPA  has  claimed,  and  will  continue  to  claim,  that  the  question  of 
the  need  for  secondary  treatment  has  been  resolved  once  and  for 
all  by  its  earlier  denial  of  MDC's  application  for  a  waiver  of 
the  secondary  treatment  requirements.  MDC  applied  for  this  waiver 
in  1979.  At  the  time,  MDC  proposed  to  upgrade  primary  treatment, 
to  construct  a  nine  mile  ocean  outfall,  and  to  stop  dumping 
sludge  into  the  Harbor.  In  March,  1985,  after  almost  6  years  from 
the  time  MDC  had  applied,  EPA  denied  the  secondary  treatment 
waiver.  Because  of  this  period  of  review,  no  federal  funds  were 
made  available  for  the  Boston  project. 

I  have  made  a  careful  analysis  of  the  scientific  and  technical 
basis  of  EPA's  denial  of  the  Boston  waiver.  It  is  my  opinion  that 
EPA's  analysis  was  flawed.  There  was  no  environmentally  sound 
basis  for  the  denial  of  MDC's  waiver  application. 


EPA  also  claims  that  secondary  treatment  is  necessary  because  it 
removes  more  hazardous  toxic  materials  than  primary  treatment. 
This  is  true  but  there  are  two  valid  rebuttals.  First, 
construction  of  the  multi-billion  dollar  secondary  treatment 
plant  is  not  a  sound  substitute  for  effectively  controlling  the 
introduction  of  toxic  materials  at  their  source.  Second,  there 
are  new  and  innovative  treatment  technologies  that  have  never 
been  considered  by  the  MWRA  in  its  facilities  plan.  An  example  is 
advanced  primary  treatment.  In  this  process,  powerful  agents  are 
added  into  primary  treatment  tanks  to  increase  the  removal  of 
suspended  solids  to  essentially  the  same  level  obtained  by 
secondary  treatment.  Because  most  of  hazardous  and  toxic 
substances  are  absorbed  onto  particles,  removing  these  particles 
is  similar  to  secondary  treatment.  The  big  advantage  of  advanced 
primary  treatment  is  that  it  produces  only  about  25%  more  sludge, 
rather  than  a  100%  more,  as  is  the  case  with  secondary  treatment. 

Advanced  primary  treatment  has  been  used  during  the  past  10  years 
at  major  treatment  plants  in  Los  Angeles,  Orange  County,  and  San 
Diego,  California.  I  would  point  out  that  Los  Angeles  and  Orange 
County  have  received,  or  about  to  receive,  EPA  waivers  of  full 
secondary  treatment  requirements.  San  Diego's  waiver  request, 
however,  was  denied  by  EPA.  On  May  29th,  six  days  after  my  report 
was  headlined  by  the  Boston  press,  an  article  in  the  San  Diego 
Tribune  had  a  headline  reading;  "$4.2  Billion  Plan  a  Waste 
Scientists  Say."  I  would  like  to  quote  a  few  comments  referring 
to  EPA's  denial  of  San  Diego's  waiver  of  full  secondary  treatment 
because  they  were  already  using  advanced  treatment: 

One  of  the  strongest  testimonials  comes  from  Edward  Goldberg,  a 
professor  of  Chemistry  at  SCRIPPS,  whose  work  protecting  the 
ocean  front  pollution  won  him  the  prestigious  1989  Tyler  prize  on 
environmental  sciences  this  month.  Goldberg  says  "I'm  strongly 
opposed  to  intent  to  provide  secondary  treatment  of  sewage  for 
San  Diego  on  economic,  scientific,  and  social  grounds. 
Ecologically,  there  are  no  acceptable  adverse  impacts  as  a 
consequence  of  the  discharge  of  [advanced  primary  treatment 
effluent  through  an  outfall]. 

There  is  no  evidence  what  so  ever  that  the  ocean  has  been  damaged 
.  .  .  so  why  spend  billions  of  dollars  for  secondary  sewage 
treatment.  The  comment  from  an  EPA  official  was;  It's  the  law,  it 
wasn't  as  if  we  [EPA]  were  picking  on  San  Diego  .  .  .  secondary 
treatment  is  the  national  standard  for  publicly  owned  treatment 
plants.  Upon  study,  San  Diego's  project  appears  to  be  based 
entirely  upon  the  EPA's  desire  for  a  nationally  consistent  set  of 
sewage  treatment  guidelines.  But  EPA  ought  to  realize  that 
standards  for  an  ocean  outfall  need  not  be  that  same  as  those  for 
rivers,  which  convey  treated  sewage  to  drinking  water  supplies 
down  stream. 


I  have  been  aware  of  California's  experience  with  advanced 
primary  treatment  and  EPA's  irrational  actions  of  approving  some 
and  denying  others  for  over  a  year.  As  a  member  of  the  National 
Academy  of  Engineering,  my  growing  concern  prompted  me  to 
petition  the  National  Research  Council  to  form  a  blue  ribbon 
committee  to  study  and  report  on  the  problem  of  urban  waste 
management  in  coastal  areas.  Please  note  that  the  Boston  Society 
of  Civil  Engineers,  of  which  I  am  a  member,  together  with  the 
Boston  Harbor  Association,  has  petitioned  the  National  Research 
Council,  which  is  the  research  organization  of  the  National 
Academy  of  Science  and  Engineering,  to  form  the  afore-suggested 
committee.  This  committee  is  now  being  organized.  I  suggest  that 
MWRA  should  be  urged  to  support  the  work  of  this  Committee  since 
EPA  has  vigorously  opposed  its  formation. 

Fortunately  for  Boston  Harbor,  there  is  time  to  reorder 
priorities  and  the  course  of  an  environmentally  sound  solution. 
The  present  construction  schedule  is  focused  on  the  new  Deer 
Island  primary  treatment  plant,  the  interim  sludge  disposal 
facility,  stopping  sludge  disposal  into  the  Harbor,  and  a  nine- 
mile  outfall.  There  is  no  argument  on  any  of  these  facilities 
scheduled  for  completion  around  1995. 

Remaining  consistent  with  my  remarks,  the  logical  set  of  MWRA 
priorities  would  be;  to  concentrate  post  1995  efforts  on  control 
of  inner  Harbor  pollution  by  CSOs  and  to  implement  advanced 
primary  treatment  in  place  of  secondary  treatment. 

The  one  jarring  note  to  this  picture,  however,  is  the  May  10th 
agreement  between  MWRA  and  EPA  to  advance  the  construction 
schedule  for  the  secondary  treatment  facility  by  2  years;  from 
1995  to  1993.  This  means  that  we  have  3  1/2  years  rather  than  5 
1/2  years  to  reorder  priorities. 

I  point  out  that  I  am  an  engineer,  not  a  lawyer  or  a  political 
scientist.  Therefore,  I  am  limited  from  reviewing  the  political 
and  legal  steps  necessary  to  bring  about  a  reordering  of  Boston 
Harbor  priorities.  I  am  confident  in  the  Legislature's  ability  to 
do  so. 

In  conclusion,  I  would  like  to  outline  a  letter  regarding  this 
point  from  Congressman  Barney  Frank.  Basically,  the  Massachusetts 
delegation  told  Secretary  DeVillars  that  if  he's  willing  to  have 
MWRA  challenge  proposals  which  are,  in  fact,  excessively 
expensive,  they  would  be  supportive.  But,  until  or  unless,  there 
is  some  such  action  from  state  officials,  there  is  not  a  great 
deal  they  can  do. 

Q.  Moore  -  In  your  opinion,  would  the  development  of  the  advanced 
primary  treatment  technology,  and  perhaps  other  new  technologies, 
justify  re-application  for  a  waiver  on  the  secondary  treatment 
plant? 
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A.  Harleman  -  This  is  a  legal  question,  which  I  am  unable  to 
answer.  I  would  hope  so,  but  whether  it  is  legally  permissible,  I 
do  not  know. 

Q.  Moore  -  What  action  at  the  state  level  would  need  to  be  taken 
to  persuade  federal  authorities  that  primary  treatment  is 
environmentally  efficient  and  most  cost-effective? 

A.  Harleman  -  The  challenge  must  come  from  MWRA.  Support  for  this 
has  come  from  people  in  the  research  community — like  myself.  But, 
it  is  also  important  that  the  National  Academy  committee  study 
being  organized  provide  additional  support.  MWRA  must  support 
this  committee.  The  committee  does  not  have  a  preconceived  idea. 
It  may,  in  the  end,  hold  a  different  opinion  than  my  own.  I  would 
very  much  like  to  discuss  with  EPA  the  unsound  and  unscientific 
aspects  of  my  study.  I  would  point  out  that  these  are  things 
which  are  easy  to  say  to  the  press,  but  are  not  backed  up  by 
factual  rebuttal. 

Q.  Moore  -  Now  that  your  study  has  had  some  public  recognition, 
have  you  found  agreement  or  disagreement  from  your  colleagues? 
Are  you  alone  on  this  issue? 

A.  Harleman  -  There  have  been  isolated  individuals  who  have 
looked  into  local  situations.  However,  in  order  to  gain  credence, 
it  will  need  a  national  organization  to  support  this  idea  on 
national  level. 

Q.  Moore  -  There  is  currently  an  effort  to  put  this  type  of  study 
together? 

A.  Harleman  -  Yes,  but  there  must  be  some  support  from 
governmental  organizations  that  this  is  a  worthwhile  endeavor. 

Q.  Doris  -  I  can  sympathize  with  your  frustrations.  It  appears 
that  there  is  a  reluctance  surrounding  not  only  MWRA  projects, 
but  projects  like  the  Central  Artery/Third  Harbor  Tunnel.  Any 
difference  in  opinion,  or  criticism,  is  not  given  the 
consideration  it  deserves.  At  least  in  my  own  personal  contacts, 
discussions,  etc.,  it  appears  as  if  people  agree  with  your  ideas 
.  .  .  The  CSO  work  is  not  part  of  the  court  order,  correct? 

A.  Harleman  -  Correct.  The  facilities  plan  is  not  yet  complete. 

Q.  Doris  -  You  feel  that  the  work  on  CSOs  and  advanced  primary 
treatment  would  more  than  adequately  take  care  of  pollution? 

A.  Harleman  -  Yes,  I  do  .  .  .  looking  at  the  marginal  benefits  to 
water  versus  the  negative  benefits  to  land  caused  by  the  disposal 
of  additional  sludge.  It  is  necessary  to  look  at  this  package 
together,  which  the  waiver  application  never  did.  No  one,  to  my 


knowledge,  made  a  study  of  what  is  best  for  land,  water,  and  air, 
for  Boston. 

Q.  Doris  -  In  regards  to  the  application  for  a  waiver,  it  usually 
takes  a  year  to  review  the  waiver.  However,  in  this  instance,  it 
took  some  6  years.  In  my  opinion,  EPA  mishandled  the  proposal  and 
imposed  the  resulting  delays. 

A.  Harleman  -  Agreed! 

Q.  Doris  -  Secondary  Treatment  is  scheduled  to  go  on  line  in 
1999? 

A.  Harleman  -  As  mentioned,  due  to  a  May  10th  agreement,  MWRA  and 
EPA  decided  to  move  up  the  beginning  of  construction  of  the 
secondary  treatment  facility  from  1995  to  1993.  I  do  not  think 
they  intended  to  finish  the  construction  any  earlier.  I  do  think 
it  is  an  unwise  move  because  it  makes  dealing  with  the  CSO 
problem  even  more  difficult.  Also,  since  any  waiver  process  would 
take  some  time,  to  move  up  construction  of  a  phase  of  treatment 
which  one  is  trying  to  have  waived  is  again  unwise.  Q.  Doris  -  I 
have  a  question  regarding  the  ocean  outfall  diffuser.  The  site  is 
nine  miles  out.  What  is  your  opinion  of  the  site  at  4.5?  Do  you 
see  possible  pollution  of  beaches  in  Revere,  etc.? 

A.  Harleman  -  To  clarify  .  .  .  the  site  is  9  miles  out  from  Deer 
Island.  I  think  this  is  perfectly  adequate.  Since  pollution  of 
the  beaches  is  primarily  the  result  of  CSO  overcapacity,  this 
would  not  be  the  contributor. 

Q.  Doris  -  If  we  do  the  CSO  work,  and  MWRA  is  able  to  put  it  into 
the  court  plan  ahead  of  secondary  treatment  .  .  .  how  much  does 
this  reduce  the  discharges  of  pollutants? 

A.  Harleman  -  In  terms  of  what  the  public  sees  now,  CSO  control 
is  most  important. 

Q.  Moore  -  You  indicate  an  estimated  cost  of  $2  -  $2.5  billion 
for  secondary  treatment.  What  is  the  cost  of  advanced  primary 
treatment? 

A.  Harleman  -  Using  the  California  experience  as  a  reference,  its 
a  matter  of  adding  chemicals  and  25%  more  sludge  removal.  So, 
there  would  be  no  capital  costs  at  all,  only  slightly  increased 
operational  costs. 

Q.  Moore  -  At  any  rate,  the  operational  costs  and  costs  of 
processing  25%  more  sludge  is  less  expensive  than  secondary 
treatment? 

A.  Harleman  -  Yes.  A  new  primary  treatment  plant  will  generate  95 
dry  tons  per  day  of  digestive  sludge.  A  new  secondary  plant  will 
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generate  180  tons  per  day.  An  advanced  primary  plant  will 
generate  120  dry  tons.  It  is  important  to  note  that  you  get  just 
about  the  same  level  of  suspended  solid  removal  from  advanced 
treatment  as  secondary  treatment.  The  difference  in  the  advanced 
primary  treatment  from  secondary  treatment  is  removal  of 
oxygen-demanding  materials,  which  is  not  a  problem  in  the  Boston 
Harbor. 
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Mr.  Richard  Fox  and  Mr.  Philip  Shapiro,  MWRA 

Fox  -  I  am  responsible  for  planning,  design,  and  construction,  of 
new  facilities.  I  would  like  to  begin  by  making  the  point  that 
the  Boston  Harbor  cleanup  has  been  crafted  by  MWRA,  but  under  the 
auspices  of  the  federal  court,  federal  EPA,  and  state  DEQE.  With 
certain  objectives  in  mind,  we  must  maximize  environmental 
benefits  at  an  early  date  with  a  cautious  look  at  costs.  The  goal 
of  maximizing  benefits  at  an  early  date  has  been  shared  by  the 
federal  court. 

i" 

The  pollution  that  is  discharged  into  Boston  Harbor  from  the  4  3 
communities  and  some  5000  industries  served  comes  from  2  forms: 
(1)  discharge  from  our  existing  plants — poor  quality  effluent, 
and  (2)  combined  sewer  overflows — the  pipes  simply  do  not  have 
the  capacity,  when  heavy  rains  fall,  to  carry  both  wastewater  and 
storm  water  runoff.  These  CSOs  are  as  much  a  part  of  MWRA's 
program  as  the  primary  and  secondary  phrases. 

A  second  point  is  that  Harbor  treatment  is  far  more  than  building 
a  secondary  plant.  In  fact,  it  is  an  8-point  program  which  I  will 
highlight: 

1.  Investing  in  existing  plants,  which  are  all  over  20  years  old. 
This  is  a  $100  million  plus  investment  program  to  rehabilitate 
these  plants  and  keep  them  operative  until  such  time  when  new 
facilities  are  built.  This  process  has  been  completed  at  the  Nut 
Island  plant  and  will  be  completed  this  summer  at  the  Deer  Island 
plant. 

2.  Scum  Removal  Program.  The  direct  discharge  of  removal  of  scum 
has  been  completed  as  of  last  December.  There  is  still  some  going 
out,  however,  through  the  sludge  program. 

3.  Discharge  of  sludge  taken  from  treatment  plants  back  to 
Harbor.  A  program  is  underway  to  end  this  by  December,  1991. 
These  facilities1  construction  is  scheduled  to  begin  next  summer. 

4.  Pre-treatment.  This  plan  involves  stopping  the  discharge  of 
toxic  materials  to  our  sewers  from  both  industry  and  households. 
It  is  difficult  to  remove  with  any  treatment  plan. 

5.  New  primary  plant  (Deer  Island) . 

6.  New  outfall. 

7.  Combined  Sewer  Overflows.  I  should  clarify  that  a  facilities 
planning  effort  for  the  CSO  program  is  part  of  the  court  order. 
We  have  a  scheduled  start  date  and  finish  date  on  that  planning. 
MWRA  purposely  asked  the  court  not  to  enter  a  schedule  for 
construction  until  the  time  when  we  knew  what  facilities  would 
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have  to  be  built.  I  assure  you  that  the  court  will  entertain 
schedules  for  construction  once  the  facilities  planning  effort  is 
completed.  My  belief  is  that  this  will  probably  occur  next  summer 
since  the  facilities  planning  effort  is  scheduled  for  completion 
this  upcoming  spring. 

8.  Secondary  treatment  plant.  This  is  designed  to  remove  85-90% 
of  materials  versus  the  primary  plant  only  removing  40-45%.  This 
phase  is  part  of  the  court  order.  In  the  May  10th  court  order, 
only  25%  of  the  secondary  treatment  phase  was  accelerated.  75%  of 
secondary  facilities  are  still  scheduled  to  be  built  from 
1995-1999. 

A  third  point  is  that  the  cost  of  delays  in  this  program  are 
enormous.  The  program  has  been  labelled  at  $6  billion.  That  is  an 
inflated  cost  over  the  next  decade.  If  all  facilities  could  be 
built  today,  it  would  cost  approximately  $3  billion.  The 
difference  in  these  costs  is  inflation.  Inflation  is  the  most 
significant  cost  element  in  the  entire  Boston  Harbor  cleanup 
effort.  To  further  illustrate  this  point,  if  primary  plant  were 
built  today,  it  would  cost  some  $450  million.  By  the  time  it  is 
actually  built,  however,  it  will  end  up  costing  some  $700 
million.  Likewise,  if  the  secondary  plant  were  built  today  it 
would  cost  $510  million.  The  actual  cost,  however,  will  be  around 
$2  billion. 

One  must  recognize  that  the  debate  over  secondary  treatment  had 
raged  in  Boston  for  over  2  decades.  This  debate  proceeded  the 
Clean  Water  Act  of  the  Federal  Congress.  MDC  recognized  this  and 
asked  for  a  waiver  twice,  both  times  being  denied. 

Also,  no  municipality  on  the  east  coast  has  been  granted  a  waiver 
for  secondary  treatment.  There  are  only  a  few  being  considered  on 
the  west  coast  and  those  are  only  for  five  years. 

Q.  Moore  -  Has  the  MWRA  look  at  Dr.  Harleman's  study?  Do  you 
agree  with  it?  Are  there  any  flaws? 

A.  Fox  -  There  are  points  that  MWRA  does  agree  with,  such  as  the 
benefits  of  CSO  treatment  and  parts  of  Dr.  Harleman's  scientific 
analysis.  But,  I  would  point  out  that  I  do  not  think  that  the 
scientific  community  is  in  agreement  with  Dr.  Harleman.  In  fact, 
the  scientific  community  is  in  different  camps.  Therefore,  the 
scientific  basis  is  not  solid.  We  encourage  the  study  to 
continue,  but  until  such  time  that  this  scientific  debate  is 
sufficient  to  result  in  a  change  in  federal  policy  in  secondary 
treatment,  then  MWRA  must  adhere  to  its  court  mandate. 

Q.  Moore  -  Did  either  of  the  waiver  requests  submitted  earlier  by 
MDC  consider  the  impacts  not  only  on  water,  but  on  land  and  air 
as  well? 
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A.  Fox  -  The  3  01H  waiver  process  focuses  very  narrowly  just  on 
the  marine  environment  which  is  affected.  It  is  not  an  approach 
which  Mr.  Harleman  referred  to.  I  would  point  out  that  the 
Eastern  Massachusetts  Metropolitan  Area  Planning  Study,  conducted 
in  the  mid-70 's,  was  a  more  complete  study;  It  did  consider  land 
and  air  results. 

Q.  Moore  -  Is  this  narrow  focus  on  the  EPA  waiver  something  that 
the  federal  Congress  might  want  to  address  with  EPA? 

A.  Fox  -  Yes. 

Q.  Moore  -  EPA  and  MWRA  have  a  shared  agreement  on  the 
environmental  impact  and  the  need  to  move  quickly.  Was  there  an 
equal  consideration  given  to  the  economic  impact  to  the 
ratepayers? 

A.  Shapiro  -  Yes.  It  appears  that  the  project  over  time,  not  just 
the  Boston  Harbor  portion,  but  rehabilitation  of  the  existing 
system,  will  cost  some  $5  billion  in  current  dollars   -  Boston 
Harbor  cleanup  and  Deer  Island  project  accounting  for  about  70% 
of  this) .  This  is  between  $6-$8  billion  in  inflated  dollars 
depending  on  inflation  (including  Safe  Drinking  Water  costs) .  The 
CSOs  are  estimated  at  $650  million  in  current  dollars. 


Q.  Moore  -  How  much  of  this  will  be  covered  by  federal  match? 
A.  Shapiro  -  The  CSOs  will  receive  nothing  as  of  now.  This  is 
100%  state  and  local  cost. 
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Q.  Moore  -  What  about  the  rest  of  the  projects  under  court  order? 

A.  Shapiro  -  Maybe  5%,  if  fortunate.  We  do  have  a  $100  million 
special  appropriation. 

Q.  Moore  -  Dr.  Harleman  raised  a  question  as  to  the  determination 
by  EPA  and  MWRA  to  move  up  construction  planning  for  secondary 
treatment  from  1995  to  1993.  What  is  the  rationale? 

A.  Fox  -  Again,  I  would  point  out  that  only  20-25%  of  the 
secondary  phase  is  being  moved  up.  75%  still  won't  begin  until 
1995.  The  reasons  for  accelerating  part  of  the  secondary  program 
are:  (1)  the  MWRA  believes  It  can  achieve  the  same  results  with 
primary  and  part-secondary  as  if  we  used  advanced  primary,  and 
(2)  while  advanced  primary  treatment  does  enhance  the  removal  of 
solids  and  toxics  associated  with  them,  secondary  treatment 
provides  full  toxic  removal  from  wastewater.  MWRA  wants  part  of 
that  toxic  removal  capacity  in  place  as  soon  as  possible. 

Q.  Doris  -  Could  you  please  clarify  the  differences  between 
advanced  primary  treatment  and  primary/part-secondary  treatment? 
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A.  Fox  -  In  terms  of  quality  of  effluent,  there  will  be  very 
little  difference.  I  have  the  tendency  to  believe  that  the 
differences  in  cost  are  not  that  substantial.  Obviously,  if  you 
build  all  of  the  secondary  facility,  then  there  would  be  a 
difference  in  costs.  There  is  also  a  difference  in  sludge 
production,  with  a  25%  sludge  increase.  Therefore,  we  must 
increase  our  sludge  capacity. 

Q.  Doris  -  What  is  the  difference  in  cost  between  part-secondary 
and  secondary? 

A.  Fox  -  Part-secondary,  which  is  being  built  early,  is  a  $110 
million  program.  That's  for  20%  of  the  secondary  plan  plus  the 
residuals  associated  with  it.  I  do  not  have  a  cost  comparison 
versus  advanced  primary. 

Full  secondary  currently  costs  $510  million.  Inflated,  it  will 
come  to  over  $2  billion  because  we  won't  be  building  the  majority 
of  it  until  1995-1999. 

Q.  Doris  -  Do  you  feel  that  part-secondary  would  take  care  of  the 
problem? 

A.  Fox  -  I  do  know  that  with  part-secondary  we  are  going  to  get 
an  improvement  in  the  quality  of  effluent  being  discharged. 

I  do  not  want  to  mislead  anyone  .  .  .  there  will  be  toxic  removal 
associated  with  advanced  primary.  However,  secondary  treatment 
will  absorb  more  material. 

I  would  point  out  that  MWRA's  own  studies  say  that  the  difference 
between  primary  effluent  and  secondary  effluent  are  notable,  but 
cannot  be  classified  as  significant.  One  must  recognize,  however, 
that  the  federal  government  passed  a  policy  which  basically  says, 
"we  don't  want  this  material  discharged  into  our  environment." 
They  distinctly  said  that  everybody  in  the  nation  must  have 
secondary  treatment.  Some  8~%  of  the  communities  in  the  nation 
now  have  secondary  treatment. 

The  scientific  body  of  knowledge  must  rise  up  and  convince  the 
federal  government  to  change  their  federal  policy.  Q.  Moore  - 
There  is  concern  that  MWRA  has  not  been  a  very  vocal  advocate  for 
the  ratepayers,  as  far  as  trying  to  find  the  most  cost-effective 
solution.  I  have  recollections  of  when  MWRA  was  created.  Since 
the  rates  where  obviously  going  to  go  up,  the  rational  was  to 
create  a  separate  authority  to  ease  some  of  the  political 
pressure,  especially  for  elected  officials.  Elected  officials, 
however,  are  more  directly  involved  with  construction.  They  are 
more  willing  to  push  EPA  and  DEQE  to  be  more  cost-effective. 
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Does  MWRA  see  its  role  as  doing  whatever  is  told  of  it, 
look  at  suggested  solutions  and  try  to  determine  their 
feasibility? 


or  do  you 


A.  Fox  -  The  single  most  significant  cost  in  this  effort  is 
inflation.  The  best  we  can  do  is  to  build  as  fast  as  possible. 
Hundreds  of  millions  of  dollars  will  be  saved  if  we  build  faster. 
Also,  our  efforts  to  trim  down  facilities  and  to  find  the  correct 
technology  has  already  identified  well  over  $200  million  in 
savings  . 

Shapiro  -  MWRA  is  trying  to  get  the  best  information  as  quickly 
as  possible  and  as  efficiently  as  possible.  If  one  looks  at  the 
conditions  before  MWRA  was  created,  when  work  stood  still  for  six 
years  without  decisive  action,  we  assumed  billions  of  dollars  in 
inflation. 

If  MDC  stayed  as  part  of  state  government,  then  this  program 
would  have  doubled  or  tripled  the  state's  general  obligation 
debt.  The  cost  of  servicing  this  debt,  and  other  debt,  would  have 
skyrocketed.  The  fact  that  this  has  broken  off  has  allowed  MWRA 
to  establish  another  source  of  credit;  to  stop  a  major  dilution 
of  the  state's  credit.  Unfortunately,  this  falls  onto  the 
ratepayer.  MWRA,  however,  is  trying  to  balance  this  in  the  future 
with  either  federal  funds,  state  funds,  or  other  sources. 

Q.  Moore  -  By  taking  this  off  the  state's  credit  and  off  the 
budget,  does  the  lack  of  legislative  oversight  account  for 
increases  in  cost?  If  you  don't  have  to  justify,  on  an  annual 
basis,  yourselves  to  the  Legislature,  then  doesn't  this  warrant 
some  concern? 

A.  Shapiro  -  MWRA  justifies  itself  to  its  60  cities  and  towns 
through  an  annual  operating  budget  and  annual  capital  budget. 

Q.  Moore  -  Do  the  cities  and  towns  have  any  recourse? 

A.  Shapiro  -  They  do  not.  This  year,  however,  they  were  a  driving 
force  in  changing  the  rate  increase  form  4  3%  to  2  6%.  They  have  a 
significant  impact  on  the  Board  of  Directors,  as  eight  of  the 
Board's  members  represent  the  communities  and  ratepayers. 

Q.  Moore  -  How  did  the  MWRA  achieve  this  level  of  reduction? 
A.  Shapiro  -  Some  capital  projects  were  delayed.  Some  programs 
were  delayed  or  forgone.  Some  of  these  delayed  projects  might 
achieve  additional  costs  in  later  years.  We  streamlined  some 
capital  projects  to  achieve  savings  and  to  flatten  out  the  rate 
curve.  Almost  everything  we  delayed  will  have  to  be  done  at  some 
future  point  in  time.  The  question  became,  "where  to  take  risks" 
and  "where  to  make  investments." 
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Q.  Moore  -  One  the  one  hand,  it  may  show  savings  to  do  something 
sooner  than  later.  On  the  other  hand,  however,  if  the  technology 
improves  such  that  it  may  be  more  cost-effective  .  .  .  then 
moving  fast  might  preclude  your  ability  to  adapt  to  a  more 
economical  technology. 

%.  Fox  -  This  is  true.  We  always  run  this  risk.  In  wastewater 
treatment,  however,  since  1972  when  the  Clean  Water  Act  was 
passed,  there  has  been  no  significant  change  in  the  technology 
applied  to  wastewater  treatment.  Wastewater  treatment  technology 
relies  on  biological/natural  processes.  The  equipment  being  used 
is  constantly  refined,  but  the  biological  process  is  not. 
Frankly,  it  has  not  changed  in  4  0  years. 

I  must  point  out  that  we  must  perform  a  balancing  process.  We  are 
trying  to  go  as  fast  as  we  can  because  that  saves  money.  At  the 
same  time,  however,  Phil  Shapiro  and  the  Board  of  Directors  must 
balance  the  concept  of  reasonable  costs  and  maintain  our 
credibility  with  the  court.  We  must  deal  with  the  best  scientific 
and  planning  skills  available  and  balance  them.  A  case  in  point 
is  the  planned  9-mile  outfall.  Some  have  suggested  that  the 
outfall  be  12-15  miles,  others  say  2-4  miles.  We  had  to  make  a 
decision  at  8.5  miles  because  it  could  have  cost  us  an  addition 
$100-$200  million  if  we  did  not. 

Shapiro  -  At  the  point  when  MWRA  took  over  from  MDC,  MDC  was 
charging  20%  of  its  bill  to  cities  and  towns  for  debt  service.  By 
the  turn  of  this  century,  75%  will  go  to  debt  service. 

Q.  Moore  -  If  your  planning  involves  risk-taking  and  balancing, 
then  is  MWRA  giving  consideration  to  seeking  a  further  waiver  on 
the  secondary  treatment  plant  in  order  to  gain  time  to  analyze 
either  advanced  primary  treatment  or  other  concepts? 

A.  Fox  -  When  the  second  waiver  was  denied,  It  closed  off  the 
legal  outlets  to  apply  again  for  a  waiver,  unless  there  is  action 
from  the  federal  Congress.  That  does  not  necessarily  stop  MWRA's 
efforts,  however,  to  consider  issues  such  as  those  Dr.  Harleman 
raised.  Our  attitude  is  "what  is  best  for  the  Harbor.  We  have  a 
Harbor  studies  program  in  the  agency  and  they  are  continually 
monitoring  the  Harbor. 

Q.  Moore  -  This  kind  of  analysis  will  be  factored  in  during 
further  negotiations  with  the  court  regarding  construction? 

A.  Fox  -  Yes.  If  the  court  entertains  scheduling  proposals  on  CSO 
work,  then  it  will  also  entertain  assessments  on  environmental 
benefits,  or  lack  thereof. 

Q.  Moore  -  Is  MWRA  currently  doing  anything  with  advanced  primary 

treatment? 

A.  Fox  -  No,  and  we  are  not  contemplating  it.  We  are  doing  an 
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accelerated  portion  of  secondary  treatment,  which  we  feel  will 
achieve  the  same  objectives.  I  would  argue  that  if  advanced 
primary  treatment  turns  out  to  be  inadequate,  then  any  investment 
make  in  chemical  facilities  could  not  be  utilized  for  latter  use. 
Any  investment  made  in  part-secondary  would  clearly  be  beneficial 
for  later  use. 

Q.  Doris  -  Why  is  MWRA  looking  at  both  pelletizing  and 
composting?  Can't  we  decide  on  one  or  another?  There  has  been 
projections  made  on  substantial  savings  if  we  eliminate 
composting  and  go  exclusively  with  pelletizing. 

A.  Fox  -  People  must  understand  that  a  treatment  plant  is 
designed  to  take  sludge  out  of  wastewater.  If  you  don't  manage 
the  sludge,  then  don't  make  an  investment  in  a  wastewater 
treatment  plant.  There  must  be  reliable  alternatives  to  manage 
the  sludge.  There  is  some  merit  to  this  concept  of  2 
technologies. 

Q.  Doris  -  I  would  like  to  redirect  the  discussion  back  to  the 
CSOs.  Where  in  the  court  order  are  CSOs  addressed? 

A.  Fox  -  At  this  point  in  time,  the  federal  court  order  has  set  a 
mandatory  start  date  and  finish  date  for  CSO  facilities  planning. 
It  also  has  several  milestones  in  the  interim  (4  or  5) ,  such  as 
the  first  draft  of  the  environmental  review  for  CSOs  and  the 
final  environmental  review  for  CSOs.  We  asked  the  courts  to  only 
enter  dates  for  planning  simply  because  at  this  point  we  don't 
know  what  we  will  be  doing.  So,  we  asked  to  courts  not  to  enter 
dates  for  hard  construction  of  CSOs. 

Q.  Doris  -  What  is  MWRA's  attitude  toward  joint-purchasing  of 
equipment  between  the  Central  Artery  project  and  itself? 

A.  Fox  -  There  are  a  few  areas  under  consideration.  One  area  is 
water  transportation,  where  some  of  the  standby  equipment  could 
be  shared  by  both  projects.  Another  area  is  blank  purchase 
agreements,  where  there  is  the  possibility  of  joint-bidding  or, 
in  fact,  one  agency  opening  up  blank  purchases  and  the  other 
agency  using  them. 

It  must  be  recognized,  however,  that  many  needs  between  the  two 
projects  are  not  the  same.  The  Central  Artery  needs  trucks  and 
earth-moving  equipment.  MWRA  is  heavy  into  the  building  trades. 
The  concrete  needs  for  both  projects  are  so  huge  that  we  decided 
to  go  separate  routes.  We  could  not  find  a  company  who  would  be 
big  enough  to  handle  both  our  needs. 

Q.  Doris  -  Do  we  need  legislation  for  blank-purchasing? 

A.  Fox  -  At  the  moment,  we  do  not  .  The  process  has  been  set  up. 
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Q.  Moore  -  Is  the  Authority  under  mandate  to  follow  Chapter  579, 
the  public  construction  laws  of  the  state? 

A.  Fox  -  There  are  certain  exemptions  and  restrictions.  The 
majority  of  MWRA's  construction,  however,  does  fall  under  Chapter 
579.  MWRA  is  currently  looking  at  an  analysis  which  states  that 
Chapter  579  may  be  cumbersome  to  MWRA  (particularly  the  filed 
sub-bid  portion  of  the  Deer  Island  project) .  We  must  have  as  many 
as  20  prime  contractors  working  simultaneously  at  the  site.  Each 
has  the  potential  to  have  11-17  filed  sub-bids.  We  are  dealing 
with  the  possibility  of  300  plus  contractors  (prime  and  sub) .  We 
may  approach  the  Legislature  for  assistance.  We  are  facing  a 
tremendous  cost. 

Q.  Moore  -  There  has  also  been  concern  expressed  by  many  agencies 
that  the  laws  placed  into  effect  regarding  public  construction, 
which  were  done  so  in  response  to  fraud,  waste,  and  abuse,  have, 
in  fact,  extended  the  time  frame  of  projects  to  a  point  where  it 
is  very  expensive  simply  to  begin  a  project. 

A.  Shapiro  -  It  certainly  is  a  waste  to  spend  an  extra  year  going 
through  a  process  that  increases  costs  to  ratepayers. 

Q.  Doris  -  My  question  is  in  regards  to  the  Hayes  Bill.  The  House 
passed  it  at  $1.2  billion  and  the  Senate  is  talking  about  $600 
million.  What  do  you  see  as  the  overall  impact  of  the  Hayes  Bill 
on  projects? 

A.  Shapiro  -  For  every  $100  million  worth  of  grants  received, 
each  ratepayer  saves  about  $130.00.  For  every  $100  million  in 
loans,  each  ratepayer  saves  about  $36.00.  This  is  figured  out 
based  on  about  2.8  people  per  average  household.  There  is 
substantial  total  savings,  even  at  the  Senate's  version  of  $600 
million. 
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Daniel  Greenbaum,  Commissioner,  DEQE 

Q.  Moore  -  Good  morning  Commissioner.  Do  you  have  any  opening 
statements  that  you  would  like  to  make? 

A.  Greenbaum  -  Looking  at  the  scope  of  DEQE's  responsibilities, 
in  terms  of  managing  the  Commonwealth's  investment  in  wastewater 
and  solid  waste,  this  has  not  been  one  of  the  best  years  on 
record  for  particular  wastewater  programs  because  of  obvious 
financial  realities.  As  of  last  August,  any  authorization  for 
state  funding  of  major  wastewater  projects  (meaning  MWRA 
projects)  has  expired.  Money  has  been  allocated,  but  DEQE  has  no 
official  funds.  Unless  legislation  arises  authorizing  DEQE  to 
make  loans  or  grants  to  the  MWRA  or  other  parties  across  the 
state,  DEQE  can  give  no  state  assistance. 

Q.  Moore  -  One  of  the  issues  regarding  the  state's  share  of 
wastewater  projects  has  been  the  timeliness  of  payments  for 
already  approved  grants.  This  is  the  responsibility  of  the 
Executive  Office  of  Administration  and  Finance,  as  dictated  by 
its  cap  restraints  to  DEQE.  Recognizing  the  cost  that  time  adds 
to  construction,  what  brand  of  logic  has  gone  into  the  policy  of 
delaying  payments? 

A.  Greenbaum  -  I  agree  that  delaying  the  actual  construction  of 
projects  is  going  be  the  most  costly  thing  we  could  do.  The 
current  spending  cap,  however,  does  not  affect  MWRA  or  another 
supplier  from  going  ahead  and  doing  the  actual  construction  and 
taking  advantage  of  this  years  expenditures/costs  structure  as 
opposed  to  2  years  from  now.  I  would  point  out  that  DEQE's  delay 
has  been  on  actual  reimbursement  (after  costs  have  already  been 
paid) ,  not  on  construction. 

Delaying  payments  is  not  a  situation  that  I  am  pleased  to  be  in. 
We  have  notified  municipalities  of  the  maximum  length  of  delay  so 
they  can  plan  for  their  short-term  borrowing  needs.  Also,  we  have 
honored  a  request  from  Administration  &  Finance  that  if  there  is 
any  available  money  at  the  end  of  the  fiscal  year,  DEQE  will  put 
in  first  requests  for  repayment. 

Having  said  this,  during  this  fiscal  year,  DEQE  has  anticipated 
expenditures  from  existing  commitments  of  over  $200  million,  and 
a  cap  on  total  expenditures  of  $117  million. 

Q.  Moore  -  Is  the  cost  of  short-term  borrowing  exclusively  the 
responsibility  of  the  grantee  or  does  the  state  have  a  role? 

A.  Greenbaum  -  It  is  the  responsibility  of  the  grantee, 
particularly  in  the  federal  grants  program. 
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Q.  Moore  -  Does  the  concept  of  "f irst-in/f irst-out"  towards 
reimbursements  exclude  serving  some  projects  which  are  under 
court  order  versus  those  which  come  in  that  are  not? 

A.  Greenbaum  -  There  is  a  distinction  between  commitments  and 
expenditures.  First-in/first-out  only  applies  to  projects  that 
the  Commonwealth  has  already  made  commitments  to  for  a  grant 
award.  DEQE  has  said  that  they  are  rewarding  communities  which 
move  the  fastest — get  their  bills  in  first.  This  means  that  these 
communities  will  be  in  line  first  to  get  reimbursed.  In  terms  of 
new  grant  commitments,  anything  above  and  beyond  what  has  already 
made  has  nothing  to  do  with  f irst-in/f irst-out.  These  are  new 
grant  commitments  which  are  still  only  given  out  according  to  the 
priority  list. 

Q.  Moore  -  Earlier,  a  question  was  brought  up  in  regards  to 
changing  technology.  There  is  a  scenario  in  my  district 
Webster/Dudley  Advanced  Wastewater  Treatment  Plant)  similar  to 
the  MWRA!s  regarding  technology  and  whether  the  plan  under  court 
order  is  agreed  to.  Also,  there  is  the  uncertainty  of  whether,  as 
time  goes  on,  a  new,  more  cost-effective  method  will  be  brought 
out.  What  type  of  mechanism  does  the  DEQE  employ  to  accommodate 
technological  developments  and  changes  into  a  project  before  it 
is  committed  to  an  outdated,  less  cost-effective,  alternative? 

A.  Greenbaum  -  There  are  constraints  placed  on  DEQE  by  the 
Federal  Clean  Water  Act.  Any  permit  we  get  for  any  discharge  is 
going  to  be  given  by  EPA.  So,  DEQE ' s  ability  to  modify  that 
program  is  limited.  DEQE  has  regularly  been  approving  for  testing 
and  actual  use  of  alternative  technologies  for  certain  parts  of 
the  treatment  process.  DEQE  must  remain,  however,  somewhat 
cautious  in  this  practice. 

DEQE  is  looking  at  smaller  communities.  There  are  a  number 
of  communities  facing  court-ordered  deadlines  or  could  be  if 
their  wastewater  obligations  are  not  voluntarily  met.  We  are 
trying  to  determine  whether  or  not  these  communities  will  be  able 
to  correct  their  problems. 

Q.  Moore  -  Dr.  Harleman  argued  in  his  report  that  there  is  merit 
in  seeking  a  waiver  on  secondary  treatment  in  order  to  look  more 
closely  at  advanced  primary  treatment  as  a  better  alternative. 
MWRA  has  indicated  that  under  current  law,  they  have  exhausted 
their  waiver  appeal.  It  would  require  federal  action  to  change 
this.  Dr.  Harleman  cited  a  letter  from  Congressman  Frank 
suggesting  that  the  state  provide  greater  leadership  and  advocacy 
to  open  up  the  option  of  a  waiver.  Is  DEQE  doing  anything  in 
terms  of  lobbying  EPA  or  federal  Congress? 

A.  Greenbaum  -  We  have  not  done  this  yet.  We  will  certainly  be 
looking  at  this  and  other  options.  It  will  not  be  easy  to  return 
to  the  federal  question  without  anything  really  new  to  add.  When 
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looking  at  the  total  problem  of  the  Harbor,  we  should  not  mislead 
ourselves  by  thinking  that  reducing  MWRA's  costs  will  necessary 
solve  this  problem  any  better.  If  it  is  merely  a  matter  of  saving 
costs  (not  to  say  that  cost-effectiveness  isn't  important),  while 
not  addressing  the  true  Harbor  problems,  I  do  not  think  EPA  will 
react  favorably.  We  would  have  to  make  an  argument  that  an 
alternative  plan  is  not  only  equally  effective,  but  far  superior 
in  reducing  sludge. 

Q.  Moore  -  I  recall  Former  President  Andrew  Jackson's  comment 
regarding  one  on  Chief  Justice  Marshall's  court  decisions,  "he 
made  his  decision,  let  him  enforce  it."  The  federal  government 
has  made  these  requirements  and  now  are  not  providing  the 
resources  to  share  the  costs.  I  don't  see  how  any  state  can 
absorb  the  costs  facing  wastewater  treatment.  Without  the  federal 
government  returning  to  an  important  role,  its  hard  to  believe  in 
their  sincerity  that  the  requirements  are  environmentally 
important. 

A.  Greenbaum  -  I  full-heartedly  agree.  The  "feds"  definitely  must 
come  back  into  the  picture.  But  before  they  even  return,  they 
have  to  live  up  to  the  funding  scenario  that  they  laid  out  in  the 
Clean  Water  Act.  I  have  gone  with  Secretary  DeVillars  to 
Washington,  D.C.,  not  just  to  deal  with  specific  language  in 
reference  to  MWRA,  but  with  the  broader  question  of  how  much 
money  Massachusetts  will  get  from  the  federal  government.  The 
funding  scenario  runs  from  approximately  $80  million,  which  we 
should  be  getting,  to  $40  million  in  President  Bush's  budget. 
Even  $80  million  is  not  enough  to  meet  our  needs.  I  feel  that  the 
state  must  look  for  a  broader  federal  role  and  Massachusetts  is 
working  strongly  towards  this,  as  well  as  other  states. 

Q.  Moore  -  Is  there  a  reason  why  Massachusetts  has  the  highest 
per  capita  wastewater  financing  needs  in  the  U.S.? 

i 
A.  Greenbaum  -  That  statistic  comes  from  the  federal  EPA's 
report.  One  major  factor  is  that  there  are  few,  if  any,  states 
which  have  their  major  metropolitan  areas  as  far  out  of 
compliance  with  the  Clean  Water  Act  as  we  do. 

Q.  Moore  -  So,  delay  in  responding  to  the  problem  has  put  us  in 
this  situation? 

A.  Greenbaum  -  The  rate  of  construction  inflation  is  such  that  10 
years  of  delay  has  certainly  driven  up  the  costs. 

Q.  Moore  -  Among  the  issues  discussed  today  have  been  the  lack  of 
continued  federal  financing  and  the  restrictiveness  of  EPA 
regulations  in  looking  at  ways  to  address  projects  in  a  more 
cost-effective  way.  Are  you  satisfied,  from  the  state's 
perspective,  that  DEQE  is  doing  as  much  as  it  can,  either  to 
advocate  or  to  regulate,  to  accommodate  technological  change? 
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Does  DEQE  balance  the  needs  of  the  ratepayer  in  making  its 
decisions? 

A.  Greenbaum  -  On  the  funding  issue,  I  am  satisfied  that  DEQE  has 
done  everything  it  could  to  make  the  Hayes  Bill  happen  and  have 
some  money  come  forward,  which  is  the  key  element  in  helping  the 
ratepayer. 

On  the  regulatory  issue,  in  trying  to  be  sensitive  to  broader 
needs,  I  am  only  partly  satisfied  that  DEQE  has  done  its  job 
properly.  I  have  placed  review  of  all  MWRA  projects  under  one  of 
DEQE's  Deputy  Commissioners,  establishing  a  liaison  which  will 
hopefully  allow  DEQE  some  input.  One  issue  which  we  would  like 
input  is  the  reuse  of  certain  sludge  products.  This  is  a  public 
health  issue  and  we  would  like  to  encourage  reuse,  which  would 
reduce  costs  to  ratepayers.  At  times,  DEQE  is  at  odds  with  EPA. 
EPA  will  shortly  be  holding  hearings  on  their  new  regulations 
regarding  sludge  disposal,  which  represents  a  substantial  part  of 
future  operating  costs  with  either  primary  or  secondary 
facilities.  The  current  regulations,  in  DEQE's  and  MWRA's 
estimations,  will  make  it  impossible  to  reuse  this  sludge  in  any 
type  of  economically  reasonable  fashion.  DEQE  plans  on  advocating 
more  reasonable  rules. 

There  are  some  issues,  such  as  the  issue  of  primary  and  secondary 
treatment,  which  DEQE  has  not  yet  gone  back  and  re-addressed.  I 
do  not  want  to  see,  however,  the  state  10  years  from  now  at  the 
same  point  that  it  is  now  with  even  higher  costs.  If  there  is 
going  to  be  an  attempt,  through  the  courts,  to  gain  exemption,  I 
would  hope  the  state  went  in  already  knowing  they  had  a  high 
chance  of  success. 

Q.  Doris  -  How  many  communities  are  under  court  order? 

A.  Greenbaum  -  Not  including  MWRA  communities,  there  are  some  8  0 
communities  under  court  order. 

Q.  Doris  -  In  reference  to  the  Hayes  Bill,  last  year  there  was 
talk  that  the  bill  should  be  funded  at  $2.5-$3  billion.  Now,  it 
is  at  $1.2  billion.  Senate  Ways  &  Means  is  even  talking  of  a 
further  reduction  to  $600  million.  Do  you  have  any  idea  of  what 
the  actual  need  is,  and  what  we  should  have  as  a  bond 
authorization? 

A.  Greenbaum  -  DEQE  estimates  the  need  over  the  next  10  years,  in 
current  dollars,  at  $6.9  billion.  $4.5  billion  is  MWRA  need  and 
some  $2.4  billion  is  other  communities  in  the  Commonwealth.  The 
Hayes  Bill  is  aimed  at  the  first  4  years  of  the  10  year  need.  It 
is  estimated  that  $3  billion  of  that  need  will  come  up  in  the 
first  four  years.  How  much  bonding  will  depend  on  what  figure  is 
set  for  the  percentage  of  state  subsidy.  The  Hayes  Bill  provides 
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funding,  on  average,  at  approximately  half  the  level  we  currently 
are  at. 

Q.  Moore  -  MWRA's  current  projections  are  at  $4.5  billion.  The 
federal  share  is  5%.  Is  there  any  state  share  available  right 
now? 

A.  Greenbaum  -  There  are  a  number  of  projects  currently  in  the 
pipeline  which  have  commitments,  and  there  are  a  small  number  of 
projects  which  DEQE  is  still  trying  to  make  commitments  to  this 
year  under  existing  programs.  Currently,  we  have  no  ability  to 
make  commitments.  Our  funding  authorization  to  match  the  federal 
shares  ran  out  in  August,  1988. 

Q.  Moore  -  Is  there  a  ballpark  percentage  of  what  the  state's 
commitment  will  be? 

A.  Greenbaum  -  There  is  a  list  which  DEQE  put  together  which  will 

go  out  to  public  hearing  on  July  14.  This  includes  a  large  number 

of  MWRA  projects.  Of  the  top  30  projects,  21  MWRA  projects  are 
included. 
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Mr.  Joseph  Favaloro,  Administrator,  MWRA  Advisory  Board 

Favaloro  -  The  Advisory  Board  was  created  by  the  same  legislation 
as  the  Authority.  Its  focus  is  to  advocate  ratepayers  in  the  MWRA 
service  area.  Ninety-five  percent  of  the  Harbor  effort  will  fall 
on  the  ratepayers. 

The  infrastructure  of  MWRA  is  a  small  component  of  the  entire 
pubic  works  complex.  This  past  December,  the  Advisory  Board 
surveyed  cities  and  towns  within  the  MWRA  service  area  and 
identified  over  $1  billion  in  need  over  the  next  5-10  years  in 
wastewater/water  for  repairing  and  upgrading  infrastructure.  Yet, 
without  legislation  such  as  the  Hayes  Bill,  money  will  not  be 
there.  The  average  bill  within  the  MWRA  community  will  exceed 
$300.00  per  person/per  household. 

The  Board  supports  MWRA.  However,  we  are  looking  for  a  plan  that 
is  not  only  environmentally  sound,  but  ratepayer  equitable.  In 
past  years,  the  Advisory  Board,  without  any  oversight  control, 
has  reviewed  MWRA  budgets.  In  the  past  year,  on  the  capital  side, 
the  Board  has  recommended  over  $4  00  million  in  cuts  under  the 
decade-long  capital  improvement  plan.  On  the  current  expense 
side,  the  Board  has  requested  some  $31  million  in  cuts  in  the 
FY90  operating  budget.  These  recommended  cuts,  which  were 
accepted,  will  reduce  rate  increases  from  43.4%  to  24%.  How  many 
budgets,  either  state,  municipal,  etc.,  experience  24%  growth?  We 
must  all  begin  to  work  together  to  develop  dedicated  funding 
mechanisms  and  to  push  federal  and  state  governments. 

Q.  Moore  -  MWRA  cites  over  $6  billion  in  targeted  projects.  Could 
there  be  another  $1  million  included? 

A.  Favaloro  -  Yes.  This  inflated  $6  billion  figure  does  not 
include  the  majority  of  costs  associated  with  a  CSO  solution. 
Also,  it  does  not  totally  include  costs  associated  with 
infiltration  systems,  based  on  new  regulations  within  the  Safe 
Drinking  Water  Act. 

Q.  Moore  -  How  does  the  local  share  get  passed  on  to  ratepayers? 
Does  in  get  included  with  the  MWRA  bill,  or  is  there  a  separate 
local  bill? 

A.  Favaloro  -  The  Authority,  through  its  budget  process,  creates 
assessments.  These  assessments  get  passed  on  to  cities  and  towns, 
who  then  add  in  their  local  costs  of  operating  the  system.  This 
creates  the  water  and  sewer  rates  for  a  given  year. 

Q.  Doris  -  In  a  reference  to  the  Advisory  Board's  efforts  in 
cutting  FY90  budget's  increase  from  43%  to  24%,  Mr.  Shapiro  said 
a  percentage  of  these  cuts  were  projects  delayed,  which  probably 
will  cost  more  money  in  the  long-run.  How  much  was  delayed? 
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A.  Favaloro  -  Within  the  capital  budget,  one  area  where  we  pushed 
the  Authority  was  to  prioritize,  we  asked  them,  "what  do  you  say 
needs  to  be  done?"   Within  the  current  expense  budget,  dealing 
with  the  operations  of  the  Authority,  we  recommended  reducing 
positions.  As  a  result,  65  positions  will  be  cut  out.  In 
addition,  we  thought  that  MWRA's  assumptions  on  debt  service  were 
too  high.  We  asked  them  to  reduce  consultants  and  we  requested 
that  pay  raises  be  held  to  certain  limits. 

Q.  Moore  -  Did  the  Advisory  Board's  report  consider  accelerating 
part  of  secondary  treatment,  which  will  occur  in  1993  instead  of 
1995? 

A.  Favaloro  -  Yes.  The  Board  has  commented  on  the  past  2  capital 
budgets,  in  regard  to  what  affect  accelerated  secondary  work  has 
on  CSO  work.  Are  we  getting  the  most  effective  results  for  the 
dollar? 

Q.  Doris  -  Do  you  agree  with  Mr.  Harleman,  as  far  as  CSO  work 
being  prioritized? 

A.  Favaloro  -  As  I  mentioned,  the  Advisory  Board  is  looking  for 
an  environmentally  sound  plan,  within  federal  law,  and  ratepayer 
equitable.  We  encourage  Dr.  Harleman,  or  whoever,  to  accomplish 
these  goals. 
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Representative  Emmet  Hayes,  Chairman,  Joint  Committee  on  Federal 
Financial  Assistance 

Q.  Moore  -  Would  you  like  to  make  any  opening  comments? 

A.  Hayes  -  I  would  like  to  congratulate  the  Commission  on 
work-to-date  in  identifying  important  needs.  The  bad  news  is  that 
while  the  Boston  Harbor  cleanup  is  the  most  expensive,  notable, 
project,  it  is  not  the  sole  project.  The  legislation  which  passed 
in  the  House,  and  is  currently  in  the  Senate,  deals  with  the 
wastewater  issue  comprehensively  and  statewide,  which  is  must. 
There  are  other  areas  in  Massachusetts  under  court  order  like 
Boston  Harbor,  such  as  Fall  River,  Fitchburg,  Gloucester,  etc.  In 
fact,  in  a  report  given  to  Congress  in  February,  1989, 
Massachusetts  was  ranked  number  one  with  requirements  in  meeting 
the  Federal  Clean  Water  Act.  We  have  needs  which  are 
conservatively  estimated  at  $6-$7  billion. 

It  is  clear  that  these  projects,  such  as  the  Boston  Harbor 
cleanup,  are  going  to  go  forward.  There  are  2  very  important 
considerations,  one  being  the  Federal  Clean  Water  Act  and  the 
other  the  Federal  Safe  Drinking  Water  Act.  Both  of  these  carry 
important  environmental  safeguards  but,  unfortunately,  very 
little  financial  support.  These  two  acts  are  going  to  mandate 
enormous  costs  to  cities  and  towns.  The  clearest  of  costs  are  in 
dirty  water.  However,  we  will  also  be  spending  a  great  deal  of 
money  in  meeting  requirements  to  filter  surface  water  systems 
under  the  Safe  Drinking  Water  Act.  The  question  becomes:  "how  do 
we  put  in  place  a  system  to  relieve  these  ratepayers." 

Q.  Moore  -  The  House  approved  your  bill  at  $1.4  billion  for  4 
years? 

A.  Hayes  -  Correct. 

Q.  Moore  -  Do  you  feel  that  figure  could  be  spent.  Do  you  think 
DEQE  will  be  prepared  to  act? 

A.  Hayes  -  There  are  several  issues.  First,  whether  or  not  $1.4 
billion  is  affordable.  In  my  opinion,  it  is  not  enough.  We  will 
not  be  providing  aid  to  all  the  cities  and  towns  which  have  to  go 
forward  during  this  4-year  period.  A  major  concern  is  the  amount 
of  money  MWRA  would  take.  In  fact,  we  had  to  put  a  cap  in  the 
legislation  that  said  that  the  most  MWRA  could  get  is  50%  of  the 
money  available  during  a  given  year.  $1.4  is  not  what  we  need, 
but  we  cannot  afford  what  we  need. 

Q.  Moore  -  If  you  could  have  put  through  any  amount,  what  would 
have  been  your  request? 

A.  Hayes  -  $2.2  billion  was  a  more  realistic  number.  There  is  a 
trade-off.  We  never  really  know  what  costs  will  be  until  we 

27 


Ill  1 1 


u! 


in 
III 

11 1 1 


actually  see  bids  for  the  Harbor  cleanup.  Currently,  because  we 
don't  have  a  program  in  place  for  2  years,  the  bids  going  out  on 
projects  which  are  moving  forward  are  coming  in  below  estimates. 
It  is  likely,  however,  that  as  we  begin  to  construct  a  number  of 
facilities  together,  bids  will  increase.  Right  now  we  are  getting 
12-14  bidders  on  a  job,  which  is  good  for  keeping  costs  down. 

We  need  to  keep  the  program  competitive.  We  can't  just  put  enough 
money  in,  so  we  need  to  tell  our  cities  and  towns  that  there  is  a 
limited  amount  of  money.  Therefore,  they  need  to  get  their  acts 
together,  get  permits,  finish  engineering,  etc.  in  order  to  get 
any  money. 

Q.  Doris  -  Commissioner  Greenbaum  gave  a  10-year  projection  of 
$6.9  billion  worth  of  need.  With  the  reduction  in  the  total  of 
your  bill,  the  adjustment  is  now  down  form  90%  to  45%.  Of  the 
total  number  of  communities  under  court  order  or  administrative 
order,  how  many  are  actually  going  to  be  able  to  come  up  with 
their  share? 

A.  Hayes  -  There  are  definitely  trade-offs.  What  we  were  trying 
to  do  in  structuring  the  bill  was  to  go  from  a  90-10  program  and 
move  to  a  transition  piece,  hoping  a  few  things  would  happen.  I 
personally  believe  that  once  the  issue  of  ocean  dumping  off  New 
Jersey  and  New  York  coasts  hits  home,  and  as  cities  like  San 
Diego  and  other  major  urban  area  begin  to  construct  what  greater 
Boston  is  now  doing,  there  will  be  tremendous  pressure  on 
Congress  to  look  back  on  this  90-10  program.  EPA's  report  to 
Congress  tells  them  that  they  have  $83  billion  worth  of  work 
nationwide.  Congress,  meanwhile,  has  only  authorized  some  $10 
billion. 

In  moving  from  90-10,  the  state  had  to  provide  sufficient  funds 
to  cities  and  towns  so  they  could  move  forward.  Under  the 
proposed  bill,  we  will  go  from  a  90-10  situation  to  a  75-25% 
situation,  under  the  best  circumstances.  The  very  bottom  line  for 
a  community  receiving  aid  would  be  45-55%.  Obviously,  45%  will 
not  be  enough  for  a  community  like  New  Bedford,  but  its  more  than 
would  be  eligible  without  the  bill. 

Q.  Doris  -  How  many  communities  all  together  are  under  court  or 
administrative  order? 

A.  Hayes  -  Over  100  communities. 

Q.  Doris  -  Is  this  in  addition  to  the  MWRA? 

A.  Hayes  -  No.  43  communities  are  MWRA  and  another  60  or  so  are 
under  administrative  order.  That  number  is  likely  to  increase  as 
the  state  strictly  enforces  the  laws. 
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Af fordability  is  a  major  question.  These  costs  will  not  go  away 
because  the  state  says  it  can  only  do  $300-$400  million  a  year. 
It  does  not  mean  that  $3-$4  billion  over  the  next  4-5  years  won't 
be  spent.  Looking  at  Smith  Barney's  projections,  the  consulting 
team  hired  by  the  Administration) ,  as  the  state  steps  away  and 
forces  cities  and  towns  to  do  work  on  their  own,  using  their  own 
ratepayers,  the  total  cost  statewide  goes  up  dramatically. 

Q.  Moore  -  In  many  cases,  construction  is  going  forward  due  to 
court  orders,  etc.  Also,  a  substantial  number  of  projects 
occurred  under  previous  federal  requirements.  However,  because 
Administration  &  Finance  has  not  been  timely  with  reimbursements, 
some  projects  have  been  delayed  and  inflation  factors  are  taking 
over.  It  might  be  better  to  extend  the  cap  and  take  our  lumps  in 
the  bond  ratings  so  we  may  save  on  interest  and  inflation  in  the 
long  run. 

A.  Hayes  -  We  are  facing  enormous  costs.  We  must  be  innovative  to 
provide  as  much  state  aid  and  maximum  dollars.  We  must  create  a 
revenue  bonding  scheme  where  we  take  our  General  Obligation  funds 
and  use  them  to  begin  a  revenue  stream  at  the  local  level. 
Because  of  the  way  the  bill  is  structured,  we  can  get  much  more 
construction  out  of  $1.4  billion.  We  will  leverage  out  the  money. 

Q.  Moore  -  Should  the  bill  have  language  exempting  it  from  a 
bonding  cap?  How  many  billions  of  dollars  have  we  authorized  and 
the  Administration  has  not  spent  it.  Even  in  the  annual  budget, 
the  Legislature  appropriates  needed  funds  and  the  agencies  say 
they  are  not  going  to  spend  it. 

A.  Hayes  -  The  financial  people  who  worked  on  the  consulting  team 
of  Smith  Barney  did  come  up  with  helpful  information.  They 
structured  the  bill,  providing  us  with  computer  printouts  which 
forecast  when  costs  are  coming,  how  to  maximize  federal  dollars 
to  delay  those  costs,  etc.  This  is  essentially  what  is  being  done 
.  .  .  we  are  delaying  real  costs  with  this  bill  until  such  time 
that  previous  bond  authorizations,  which  were  authorized  and 
spent  back  in  1985,  and  Chapter  286  before  that,  are  retired. 
When  those  bonds  are  retired,  this  money  kicks  in.  So,  we  will 
essentially  see  the  same  percentage  of  debt  structure  in 
Massachusetts  as  was  previously  authorized  for  wastewater. 

Unlike  many  other  authorizations  in  the  past,  we  know  how  this 
$1.4  billion  will  fit.  We  can  say  that  in  the  year  2001,  there  is 
$158  million  in  debt  service.  Also,  we  know  how  the  money  will  be 
spend.  The  first  2  years  we  will  hopefully  capture  and  use  every 
federal  dollar,  instead  of  using  state  dollars.  This  way  we  won't 
incur  costs  in  1989  which  we  can  delay  until  1990-1991,  when  the 
state  can  better  afford  it.  When  looking  at  the  amount  of 
documentation  behind  this  issue,  one  can  see  that  $1.4  billion  is 
affordable  and  makes  it  more  affordable  at  the  local  level. 
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Mr.  Robert  J.  Ciolek,  Executive  Director,  Boston  Water  and  Sewer 
Commission 

Ciolek  -  My  name  is  Robert  J.  Ciolek,  and  I  am  the  Executive 
Director  of  the  Boston  Water  and  Sewer  Commission.  The  Boston 
Water  and  Sewer  Commission  is  the  largest  retail  (i.e.  local) 
system  in  the  MWRA  district,  the  MWRA  being  the  wholesaler.  By 
retailer  I  mean  we  pay  the  authority  for  fresh  water  and  then  to 
treat  wastewater — they  are  on  either  end  of  the  pipeline,  so  to 
speak.  It  is  our  responsibility  to  deliver  water  to  our  customers 
and  deliver  to  the  Authority  the  wastewater  from  our  local 
systems.  We  also  have  the  responsibility  to  send  out  bills  to 
over  88,000  accounts.  In  Boston,  there  are  1,182  miles  of  water 
pipe  and  1,340  linear  miles  of  sewer  and  storm  drains.  I  am  also 
on  the  Board  of  Directors  of  the  MWRA,  as  a  representative  of  the 
City  of  Boston,  and  am  Chairman  of  the  Finance  Committee. 
Formerly,  I  was  the  Budget  Director  of  the  City  of  Boston  prior 
to  moving  over  to  the  Boston  Water  and  Sewer  Commission 
approximately  two  months  ago.  Finally,  I  want  to  add  that  I  also 
was  one  of  the  group  of  local  officials  who,  in  1984,  worked  with 
the  Governor  and  the  Legislature  in  shaping  the  Enabling  Act 
which  led  to  the  creation  of  the  MWRA.  Before  I  specifically 
discuss  our  infrastructure  finance  needs,  and  I  realize  that  it 
is  somewhat  self  serving,  I  wanted  to  briefly  note  that  as  a 
member  of  the  Board  of  the  MWRA,  I  am  proud  that  we  have  made 
several  tough  decisions  (as  unpopular  as  they  may  be) --decisions 
which  should  have  been  made  in  the  1970' s,  that  we  are  meeting 
virtually  all  of  our  implementation  dates  in  accordance  with  the 
federal  consent  decree,  and  that  we  are  under  budget  thus  far  in 
the  process.  The  tasks  for  which  the  MWRA  was  created  in  1985 
and,  somewhat  overlooked,  the  tasks  for  which  the  Boston  Water 
and  Sewer  Commission  was  created  in  1978,  are  being  met. 

I  must  say  to  you,  however,  that  as  controversial  as  the 
decisions  we  have  made  have  been  there  is  one  major  and  more 
controversial  issue  still  looming  on  the  horizon.  The  enormity  of 
this  unresolved  and  highly  charged  issue  will  dwarf  all  of  the 
other  issues  in  terms  of  its  complexity  and  in  the  emotions  it 
will  generate — and  that  is  the  issue  of  cost.  Who  is  to  pay  for 
this  needed  environmental  mega-project? 

I  have  said  on  many  occasions  that  if  the  Harbor  is  not  cleaned 
and  the  water  and  wastewater  systems  remained  unrepaired  it  will 
not  be  due  to  controversial  siting  decisions,  or  complex 
engineering  issues  or  rigid  timetables.  There  is  only  one  way  in 
which  we  could  fail:  we  will  fail  when  we  lose  the  political  will 
to  succeed. 

That  loss  of  will  occur  for  but  one  reason  and  one  reason 
only — the  lack  of  fortitude  to  come  to  grips  with  one  central 
reality:  the  cleanup  of  the  Harbor  and  the  repair  of  the 

30 


infrastructure  system  simply  cannot  solely  be  borne  on  the  backs 
of  the  ratepayers  within  the  MWRA  district.  It  is  wrong,  unfair, 
and  will  inevitably  lead  to  a  collapse  of  will,  not  to  mention 
irreconcilable  confrontation  with  the  federal  courts. 

I  would  add  that  when  the  loss  of  political  courage  happens  it 
will  arrive  masked.  There  will  be  speeches  about  unfair  siting 
decisions,  editorials  about  marble  ashtrays,  and  study 
commissions  that  will  recommend  reorganizations  ad  nauseum,  but 
the  true  purpose  will  be  to  sap  the  energy  of  the  clean  up  effort 
and  divert  attention  from  the  true  goal  of  its  critics  which  will 
be  to  stop  progress  in  its  tracks. 

Why  do  I  say  that  the  issues  of  cost  will  be  a  huge  political 
issue  in  the  1990' s?  I  should  add,  it  may  turn  out  to  be  the 
biggest  political  issue — at  least  in  eastern 
Massachusetts — during  the  early  1990' s. 

The  typical  household  water  bill  will  at  least  quadruple  over  the 
next  11  years.  In  some  communities,  where  a  fair  amount  of 
local/retail  work  needs  to  be  done,  bills  will  be  even  higher. 

I  want  to  categorically  state  at  this  point  that  increasing 
everyone's  water  and  sewer  bill  by  such  an  amount  is  a  serious 
public  policy  mistake.  Not  only  may  the  work  not  get  done  but  it 
will  further  alienate  individuals  to  government  and  call  into 
question  the  ability  of  all  of  us  to  make  reasonable  and  fair 
decisions. 

What  can  we  do  about  this  situation? 

Well,  there  are  a  number  of  obvious  actions  I  can  take  at  the 
local  level — -and  mostly  we  already  have  done  so: 

1.  Bill  more  frequently; 

2.  Establish  lifeline  rates; 

3.  Develop  an  equitable  rate  methodology; 

4.  Repair  and  maintain  local  systems  rapidly  and  well; 

5.  Install  and  maintain  accurate  meter  reading  devices;  and, 

6.  Deliver  good  service. 

Needless  to  say,  the  six  actions  I  mentioned  only  make  the  burden 
somewhat  more  equitable.  In  no  way  is  it  the  answer  to  the 
problem. 

The  answer  is  crystal  clear.  In  1972  the  federal  government 
declared  war  on  the  ever  increasing  pollution  of  our  harbors  and 
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waterways.  In  1986  they  surrendered.  Terminating  the  Wastewater 
Construction  Grant  Program  in  the  face  of  over  $60  billion  worth 
of  need  nationwide  is  inexcusable  (not  to  mention  the  $4  to  $6 
billion  needed  on  the  water  side) .  Now  the  federal  government 
wants  to  declare  war  on  air  pollution.  Given  their  track  record 
they  will  pontificate,  regulate  and  then  abdicate — they  just 
won't  appropriate. 

The  situation  is  little  better  in  the  Commonwealth  of 
Massachusetts.  By  surrendering  to  the  Reaganesque  calls  for 
service  without  cost,  for  sacrifice  without  pain,  and  for 
progress  without  substance,  we  will  not  clean  up  our  environment 
and  we  will  leave  that  task  to  our  children  or  their  children — at 
a  much  greater  cost. 

The  federal  government  needs  to  reestablish  a  serious  well- 
funded  grant  program  for  both  water  and  wastewater  projects. 

The  Commonwealth  of  Massachusetts  needs  to  establish  a  serious, 
well  funded  grant  program  for  both  water  and  wastewater  projects. 

The  current  legislation  creating  a  statewide  revolving  fund 
(SRF) — while  well-intentioned — does  not  directly  address  the  need 
to  properly  finance  our  infrastructure  needs.  I  will  predict  that 
even  if  it  passes  it  will  be  little  utilized. 

In  addition  to  establishing  significant  grant  funding,  I  would 
also  strongly  recommend  that  the  Commonwealth  annually  produce  a 
separate,  identifiable  capital  budget.  Producing  such  a  document 
will  help  control  capital  expenditures  and  serve  to  better 
prioritize  the  Commonwealth's  infrastructure  needs.  Focusing 
specific  attention  on  water  and  wastewater  issues  will  help 
galvanize  support  for  adequate  funds. 

I  would  also  suggest  that  the  Commonwealth  review  the  feasibility 
of  making  water  and  sewer  user  charges  deductible  from  state 
income  taxes. 

Finally,  I  want  to  make  one  final  plea  for  state  grant  assistance 
for  the  important  task  of  renewing  of  water  and  wastewater 
systems.  It  is  irrelevant  as  to  who  or  what  is  responsible  for 
the  current  situation.  1  assure  you  there  is  plenty  of  blame  to 
go  around.  But  when  federal  and  state  funds  were  available 
between  1975  and  1985,  better  than  85%  of  all  of  those  dollars 
went  to  non-MWRA  communities.  I  am  pleased  that  many  parts  of  the 
Commonwealth  have  solved  their  problems.  Now  that  we  are  ready  to 
move  forward,  there  is  no  money.  Regardless  of  fault,  the  group 
least  to  blame  are  the  ratepayers.  They  need  your  help  and  they 
need  your  help  now. 
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David  Baier,  Director  of  Legislative  Affairs,  Massachusetts 
Municipal  Association 

Baier  -  Massachusetts  cities  and  towns  are  facing  total  chaos 
this  year.  With  the  decision  at  the  state  level  to  cut  back  local 
aid,  towns  have  been  able  to  squeak  by  on  fundamental  services 
which  they  have  some  control  over  like  public  safety,  schools, 
and  some  DPW  services.  However,  they  have  no  ability  to  deal  with 
the  ever-escalating  costs  in  the  environmental  area. 

Adding  to  cities'  and  towns'  chaos  is  the  fact  that  DEQE 
obligated  $235  million  for  wastewater  and  then  capped  it  this 
year  at  $117  million. 

The  only  possible  way  to  pay  for  the  wastewater  need  is  through 
the  federal  and  state  government.  It  has  been  unconscionable  for 
state  government  to  walk  away  and,  while  they  walk  away,  come  in 
with  the  Federal  Safe  Drinking  and  Clean  Water  Act  which  will 
cost  cities  and  towns  in  Massachusetts  over  $1  billion. 

I  would  emphasize  that  it  is  clear  that  cities  and  towns 
ratepayers  and  property  tax  payers)  cannot  bear  these  costs. 
There  will  be  a  revolution. 

Q.  Moore  -  Cities  face  increasing  regulations,  especially  at  the 
federal  level,  and  decreasing  assistance  to  comply  with  these 
regulations.  Has  there  been  efforts  at  the  local  level  to 
override  proposition  2  1/2  for  the  purpose  of  environmental  work, 
or  only  for  operating  costs? 

A.  Baier  -  This  year  there  are  $72  million  worth  of  overrides  on 
ballots.  This  is  an  all-time  record.  The  ones  which  are 
successful,  for  the  most  part,  tend  to  be  debt  exclusions,  and  a 
lot  of  these  happen  to  be  in  the  environmental  area.  I  predict 
that,  with  the  Safe  Drinking  Water  Act,  there  will  be  an  increase 
in  the  number  of  overrides  for  environmental  reasons  as  opposed 
to  general  operating  costs. 

Q.  Moore  -  But  all  that  does  is  add  to  the  property-tax  burden? 

A.  Baier  -  Clearly,  it  is  a  silly  way  of  trying  to  finance  what 
is  good  for  everybody. 

Q.  Moore  -  Has  the  MMA  considered  advocating  looking  at  more 
cost-effective  ways?  It  maybe  necessary  -or  a  change  in  EPA's  and 
Congress's  attitude  to  accommodate  changes.  Would  you  join  in  an 
effort  to  try  to  encourage  the  federal  government  to  look  at 
these  issues?  Is  your  lobbying  effort  geared  at  looking  at  it  on 
this  level? 
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A.  Baier  -  If  secondary  treatment  is  not  going  to  have  the  most 
cost-effective  results  on  the  Harbor,  then  we  should  not  spend 
billions  on  this,  and  MMA  will  aggressively  look  at  this  issue. 
There  is  a  very  similar  situation  in  New  Bedford,  which  is  in  the 
process  of  building  a  $200  million  treatment  plant.  Those 
citizens,  obviously,  should  not  be  saddled  with  the  costs  of 
something  which  may  not  prove  effective. 
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Mr.  Phil  Donahue,  President,  M.O.S.E.S. 

Donahue  -  My  comments  are  specific  to  the  MWRA.  I  would  encourage 
the  Authority  hiring  more  employees  rather  than  consultants.  The 
authority  would  gain  more  control  and  direction  with  employees.  A 
consultant  naturally  wants  to  expand  the  scope  of  work  because 
that  is  self-serving.  We  must  be  careful.  We  must  recognize  that 
there  are  some  problems  with  hiring  people  as  employees.  One  must 
make  certain  that  employees  don't  extend  the  time  frame  of  the 
projects  so  they  can  preserve  their  jobs.  Even  with  this  danger, 
it  is  still  much  easier  to  focus  on  an  employee  rather  than  a 
consultant. 

Moore  -  The  Authority  needs  to  staff  for  operational  abilities. 
There  are  two  roles:  (1)  over  next  10  years  they  must  construct 
their  facilities,  and  (2)  must  fulfill  operational  level.  As  the 
plants  are  built,  I  would  suspect  that  employee  numbers  would  go 
up. 
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James  A.  Walsh,  Division  Administrator,  Federal  Highway 
Administration 

Walsh  -  I'm  James  A.  Walsh.  I'm  the  Federal  Highway  Division 
Administrator  in  Massachusetts.  I've  been  here  for  about  6  years. 
I'm  a  native  of  Boston. 

You  have  requested  of  me,  in  your  June  letter,  and  through  a 
later  discussion  with  Mr.  Popen,  statements  of  Federal  Highway 
Fund  eligibility  and  availability  for  the  Central  Artery/  Third 
Harbor  Tunnel  Project  CA/THT.  I  am  pleased  to  do  so. 

My  comments  will  be  restricted  to  eligibility  and  availability  of 
funding  as  determined  under  present  federal  law  and  regulation.  I 
know  that  you  are  likewise  concerned  with  possible  federal 
funding  for  construction  beyond  that  provided  for  in  present 
Federal  funding,  but  the  FHWA  does  not  have  the  information 
presently  available  to  make  such  forecasts. 

Regarding  the  federal  legislation  which  runs  the  next  two  years, 
there  is  heavy  discussion,  all  over  the  country,  over  what  future 
federal  legislation  will  be.  I  really  am  unable  to  give  you  that 
type  of  information,  other  than  speculation,  and  I  would  rather 
not  speculate. 

First,  it  is  premature  for  me  to  forecast  funding  in  future 
federal  legislation.  I  think  it  is  safe  to  say  though,  based  on 
stated  legislative  intent,  that  Congress  will  provide  for 
completion  of  the  Interstate  system.  The  Interstate  System  seems 
to  have  total  support  ...  It  always  has  ...  to  finish  it  out. 
This  is  one  of  the  last  projects  in  the  entire  country. 

There  is  a  second  reason  keeping  me  from  making  forecasts. 
Federal  law  gives  states  flexibility  in  their  use  of  various 
categories  of  federal-aid  highway  funds.  This  flexibility  falls 
in  three  broad  areas: 

1.  The  State  may  transfer  apportionments  among  categories. 

2.  The  State  may  use  several  categories  of  funds  for  the  same 
types  of  projects. 

3.  The  State  is  responsible  to  choose  the  projects  that  will 
receive  Federal-Aid  highway  funds. 

In  August  of  1985,  the  FHWA  allowed  further  development  of  the 
concept  of  the  CA/THT  Project  using  Federal-Aid  funding  that  was 
eligible  at  that  time.  With  the  passage  of  the  Surface 
Transportation  Assistance  Act  [STAA]  of  1978,  Congress  expanded 
the  eligibility  of  Interstate  Construction  [I]  funds  for  the 
project.  The  FHWA  feels  that  funding  is  sufficiently  assured  to 
allow  the  State  to  develop  the  project  and  is  presently 
participating  with  federal  funds  in  that  development. 
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Although  I  will  avoid  forecasts,  I  know  the  information  I  offer 
will  aid  you  in  developing  a  plan  to  prepare  the  State  for  the 
future  funding  of  this  project. 

There  are  many  Federal-Aid  highway  program  categories.  Several 
are  currently  applicable  to  Massachusetts  and  the  CA/THT  Project. 
The  six  programs,  and  I  will  soon  go  into  some  detail,  are: 
Interstate- (I) ,  Interstate  Reconstruction- (IR) ,  Interstate 
Transfer- ( IX) ,  Primary- (F),  Urban  System- (M),  and  Bridge 
Replacement-BR) .  They  account  for  98%  of  all  federal  funds  that 
come  into  Massachusetts. 

Q.  Doris  -  Could  you  give  us  those  categories  again,  please? 
A.  Walsh  -  I  will  go  into  each  one  of  these  in  just  a  minute. 

Q.  Doris  -  That  is  fine. 

A.  Walsh  -  The  first  five  programs;  I,  IR,  IX,  F,  and  M,  are 
system-related  programs  wherein  funds  are  intended  to  be  used  on 
a  defined  system  of  highways.  However,  the  one  program  that  is  in 
a  different  category  is  the  bridge  program,  the  Bridge 
Replacement  program.  This  is  based  on  needs;  the  number  of 
bridges  that  are  in  deficient  condition.  This  is  a  little 
different  from  the  other  funds  I  just  cited.  They  [Bridge 
Replacement]  go  to  a  system.  The  Interstate  funds  go  to  an 
Interstate  system.  The  Primary  funds  go  to  a  Primary  system.  It 
just  so  happens  that  the  Interstate  is  all  part  of  the  primary 
system,  which  allows  some  flexibility. 

Now,  the  biggest  of  all,  and  the  one  that  draws  the  most  interest 
is  the  Interstate.  This  is  federal  participation  at  a  90% 
pro-rata  basis.  That  means  the  federal  government  pays  90%.  The 
period  available  is  apportioned  prior  to  1989  for  a  2  year 
period.  The  fund  distribution  method  is  apportioned  based  on  a 
ratio  of  the  Federal  share  of  the  estimated  cost  of  completing 
the  Interstate  system  in  one  State  bears  to  the  sum  of  the 
estimated  cost  for  all  states.  This  is  a  very  unique  program  in 
Federal  Highway.  It  says,  "whatever  the  cost  that  you  need  to 
complete  that  system,  Congress  has  dictated  that  it  will  pay  90% 
of  the  eligible  costs."  We  [FHWA]  determine  the  participation 
level.  Many  of  these  projects  do  other  things  while  they  are 
doing  the  Interstate  project.  They  might  be  100%  funded  by  the 
state  or  some  other  federal  program,  but  the  Interstate  is  a  very 
important  program  because  it  is  9  0%  of  whatever  the  project  cost 
to  be  built.  That  is  the  main  source  of  funding  for  the  CA/THT. 
It  is  subject  to  obligation  limitations.  This  is  just  a 
constraint  that  Congress  has  put  on  the  Federal  Highway  Program. 
Transferability  permits  all  states,  except  Massachusetts,  to 
transfer  Interstate  apportionments  to  their  Interstate 
Reconstruction  and  Primary  apportionments.  We  can  actually 
transfer  some  money — substitution  money.  Many  parts  of  the  MBTA 
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are  funded  by  this  fund.  The  current  funding  status  is  an 
unobligated  balance  of  $265  million  and  the  estimated 
apportionment  for  October  1,  1989  is  $900  million.  It  is  $900 
million  of  October  1,  1990  and  $400  million  for  October  1,  1991. 
There  is  quite  a  bit  of  money  apportioned  to  Massachusetts,  in 
this  category,  to  complete  this  project. 

The  CA/THT  eligibility  falls  under  Section  138  of  the  STAA  of 
1987.  The  Third  Harbor  Tunnel  and  the  Central  Artery,  excluding 
the  depressed  section  between  High  and  Causeway  Street,  as 
described  in  the  final  environmental  impact  statement  [FEIS] 
submitted  September  30,  1983,  is  eligible  for  Interstate  funds. 
There  are  elements  in  the  FEIS  described  project  subject  to 
further  eligibility  determinations  under  normal  Federal-Aid 
procedures.  There  are,  in  addition,  several  major  revisions  being 
proposed  by  the  DPW  to  the  FEIS  described  project  that  will  also 
be  subject  to  further  eligibility  determination.  FHWA  is 
committed  to  paying  90%  of  eligible  costs  on  all  mileage  approved 
for  Interstate  Construction  funding.  There  apportionment  factors 
for  distributing  these  funds  are  updated  every  other  years,  based 
on  cost  estimates,  to  take  prices,  and  other  changes,  into 
account.  In  addition,  FHWA  updates  the  apportionment  factors 
annually  to  reflect  changes  in  the  amount  of  Federal-Aid 
Interstate  funding  each  state  has  received. 

The  next  category  is  Interstate  Discretionary.  The  federal 
participation  is  90%.  The  period  of  availability  is  until 
expended  and  the  fund  distribution  is  on  an  allocation  basis.  The 
Discretionary  fund  is  held  in  the  Washington  and  it  is  for  the 
entire  country.  It  is  under  an  obligation  ceiling  and  there  is  no 
transferability.  The  current  funding  status  is  such  that  there  is 
$300  nationally,  from  annual  apportionment,  for  eligible  projects 
around  the  country.  First  priority  goes  to  high  cost  projects 
which  directly  contribute  to  a  completion  of  an  Interstate 
segment  which  is  not  open  to  traffic.  The  projects  must  be  in  an 
advanced  stage  of  development.  The  CA/THT  project's  eligibility 
is  the  same  and  Interstate  eligibility.  These  funds  are  intended 
for  states  that  have  obligated  all  their  Interstate  funds. 
Interstate  Discretionary  is  a  pot  available  to  the  whole  country; 
there  is  competition  from  projects  from  around  the  country. 

Q.  Moore  -  If  the  Interstate  Discretionary  money  is  only  allowed 
on  eligible  Interstate  completion  projects,  and  if  the  High  to 
Causeway  Street  section  has  been  restricted  from  any 
participation,  then  there  would  be  no  Interstate  Discretionary 
money  on  that  account? 

Ao  Walsh  -  That  is  correct.  The  eligibility  of  the  Interstate 
Discretionary  and  the  Interstate  is  the  same. 

Q.  Moore  -  It's  possible  on  other  parts  of  the  project  it  would 
be  eligible? 
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A.  Walsh  -  Yes.  In  other  words,  High  to  Causeway  Street  may  not 
be  eligible,  but  other  parts  of  the  project  would  be. 

The  next  category  is  Interstate  Reconstruction.  This  is  the 
funding  which  is  sometimes  called  the  4-R  program  ...  to 
rebuild  existing  Interstate  System,  to  rebuild,  to  repave,  etc. 
This  is  a  sum  of  money  given  to  the  state  each  year  to  maintain 
all  the  Interstate  System.  It's  a  90%  share,  the  period  available 
is  3  years,  and  the  fund  distribution  method  is  apportionment 
based  on  statutory  formula  using  lane  miles  of  Interstate  and 
vehicle  miles  travelled  on  the  Interstate.  It  is  subject  to  an 
obligation  ceiling  and  up  to  20%  of  the  Interstate  Reconstruction 
apportionment  can  be  transferred  to  Primary  apportionment.  The 
current  funding  status  shows  an  unobligated  balance  of  $43 
million.  There  is  an  estimated  apportionment  for  1989  and  1990  of 
$32  million  for  each  year.  The  section  of  depressed  Artery 
between  High  and  Causeway  Street  is  eligible  for  these  funds. 
Elements  in  the  entire  project  not  eligible  for  Interstate  funds 
may  also  be  eligible  for  Interstate  Reconstruction  funds.  In 
other  words,  these  funds  can  be  used  the  entire  project, 
including  High  to  Causeway  Streets. 

Q.  Doris  -  Regarding  this  $32  million  .  .  .  Let  us  say  that  we 
are  ready  to  go  now  with  the  depression.  Only  20%  can  be  used? 

A.  Walsh  -  No.  There's  some  flexibility  with  this  program  where 
you  can  use  some  of  it  for  the  primary  system,  that  wouldn't 
necessarily  be  on  the  Interstate  System.  That's  the  20%.  You 
could  use  all  of  this,  or  none  of  this,  on  the  depressed  section 
of  the  Artery. 

Q.  Doris  -  Therein  lies  the  hang-up.  There  is  a  very  legitimate 
concern  that  this  money,  instead  of  being  apportioned  over  many 
needed  projects  throughout  the  Commonwealth,  will  be  diverted 
entirely  to  the  depression  portion  of  the  project. 

A.  Walsh  -  Well,  at  this  time  it  is  only  eligible  to  be  spent  on 
Interstate  projects.  It  would  only  be  Interstate  projects  like 
parts  of  128,  parts  of  1-190,  etc. 

Q.  Doris  -  Would  you  differentiate  for  me  the  term  Interstate 
completion  and  Interstate  Reconstruction?  When  I  hear  High  to 
Causeway  Street,  I  hear  the  term  Interstate  completion  rather 
than  reconstruction. 

A.  Walsh  -  That  is  not  the  correct  use  of  the  term.  It  is 
eligible  for  this  funding  that  is  now  coming  in  at  the  rate  of 
$32  million  a  year,  and  that  can  be  spent  on  part  of  the 
Interstate  system,  including  the  depressed  section  of  the  Central 
Artery. 

Q.  Moore  -  Can  that  be  spent  on  the  Turnpike  (1-90)? 
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A.  Walsh  -  We  haven't  spent  any  of  that  on  the  Turnpike.  I  would 
have  to  look  that  up,  however,  I'm  not  sure. 

Another  category  is  the  Interstate  Reconstruction  Discretionary 
money.  This  is  a  discretionary  pot  at  the  national  level.  At  this 
point,  you  should  be  getting  the  view  that  many  of  our  funds  are 
discretionary  within  the  state.  The  two  discretionary  funds  I 
refer  to,  however,  are  strictly  federal.  There  is  a  pot  of  money 
set  aside  which  can  be  given  to  any  state,  but  there  is  only  a 
set  amount. 

Interstate  Reconstruction  Discretionary  funds  is  90%  pro-rata. 
The  period  available  is  until  expended.  It  is  allocated  depending 
based  on  needs.  It  is  subject  to  an  obligation  ceiling.  The 
current  funding  is  $200  million.  If  you  recall,  the  other 
discretionary  fund  is  $300  million.  This  is  $200  million 
nationally  from  annual  apportionment  for  eligible  projects  from 
around  the  country.  Priority  goes  to  high  cost,  ready  to 
commence,  projects  on  high  volume  urban  routes. 

The  CA/THT  project's  eligibility  is  the  same  as  Interstate 
Reconstruction  eligibility.  There  funds  are  intended  for  states 
that  have  obligated  all  their  Interstate  Reconstruction  funds. 
The  state,  when  applying  for  this,  would  be  in  competition  with 
other  the  other  projects  across  the  country. 

Q.  Moore  -  Is  there  any  policy,  or  practice,  that  would  allow 
Massachusetts  to  get  all  of  the  $200  million,  or  is  that  pretty 
remote? 

A.  Walsh  -  The  Massachusetts  delegation  has  been  pretty  creative, 
but  there  would  be  a  lot  of  pressure  from  people  who  want  funds 
from  around  the  country.  Hopefully,  that's  the  last  time  I 
speculate. 

Q.  Doris  -  Part  of  the  problem  is  the  speculation.  We  don't  know 
for  certain  how  the  needs  are  going  to  be  met.  When  are  the 
Interstate  funds  running  out? 

A.  Walsh  -  These  funds  [Discretionary],  more  than  likely,  will  be 
continued.  There  seems  to  be  a  good  commitment  by  Congress  that 
they  will  aid  the  Interstate  system. 

Q.  Doris  -  But  isn't  there  also  a  rebellion  within  Congress  to 
such  a  large  percentage  being  allocated  to  the  Commonwealth? 

A.  Walsh  -  I'm  not  knowledgeable  on  that  subject. 

Q.  Haynes  -  Regarding  the  $200  million  for  the  Interstate 
Reconstruction  Discretionary  fund,  is  that  a  current, 
unobligated,  bond  available  for  distribution. 
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A.  Walsh  -  Yes.  It  is  available  for  distribution. 

Q.  Haynes  -  Over  what  period  of  time? 

H.   Walsh  -  This  would  be  annual,  but  the  legislation  only  goes 
for  another  2  years,  so  beyond  that  it  is  a  question  of  whether 
they  continue  that  fund  or  not.  They  are  actually  considering 
major  changes  in  the  legislation  as  we  know  it  now.  The  intent  is 
to  subdivide  the  whole  program  to  give  more  flexibility. 

Continuing  on,  the  next  category  is  Interstate  Transfer  (IX) . 
This  is  federal  participation  at  a  pro-rata  share.  There  has  been 
some  money  spent  here,  in  Massachusetts,  on  building  public 
transportation  and  other  highway  projects. 

Apportionment  is  based  on  a  statutory  formula  using  the  costs 
of  substitute  projects.  It  is  subject  to  an  obligation  ceiling. 
It  is  not  transferable.  The  funding  status  shows  an  unobligated 
balance  of  $11  million  in  Massachusetts.  This  is  money  which 
already  has  been  withdrawn.  The  CA/THT  is  eligible  for  these 
funds.  Those  are  funds  which  already  exist  in  the  state. 

The  next  category  is  Primary  funds  (F) .  That's  the  "guts,"  if  you 
will,  of  the  program  before  the  Interstate  program  came  on.  This 
is  all  the  major  highways  like  route  3  south/north,  parts  of 
route  128,  route  9,  and  route  2.  This  is  a  pro-rata  share.  The 
period  of  availability  is  4  years.  The  fund 

distribution  method  is  apportionment  based  on  statutory  formula 
using  geographic  area,  mileage  of  routes,  and  population.  It  is 
subject  to  an  obligation  ceiling.  Funds  may  be  transferred  to  the 
Secondary  and  Urban  System  programs.  The  current  funding  status 
reveals  an  unobligated  balance  of  $88  million.  The  estimated 
apportionment  of  October  of  this  year  [1989]  is  $44  million  and 
October  of  1990  is  $44  million.  This  can  be  spent  on  any  primary 
system  throughout  the  state,  including  the  Interstate,  and  all 
parts  of  the  Central  Artery,  including  High  to  Causeway  Streets. 

There  are  two  more  categories.  The  Urban  System  funds  [M]  is  a 
small  program  for  smaller  level  highways.  This  is  for  those  local 
streets  which  connect  to  the  Primary  System.  This  is  a  pretty 
flexible  system  so  a  lot  of  local  streets  could  be  included. 
Federal  participation  is  75%  pro-rata.  Availability  is  for  4 
years.  The  fund  distribution  method  is  apportionment  based  on 
statutory  formula  using  population  of  urban  areas.  Funds  are 
further  attributed  to  urbanized  areas  within  states.  The  fund  is 
broken  into  two  parts.  One  is  to  the  major  areas  like  Boston  and 
one  is  to  smaller  areas.  There  is,  however,  some  flexibility. 
There  is  an  unobligated  balance  of  $48  million.  The  estimated 
apportionment  is  $20  million  for  October  of  this  year  and  $20 
million  for  next  year.  That  is  a  fund  that  can  be  spent  on  a 
whole  lot  of  highway  projects.  The  CA/THT  is  largely  not  eligible 
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for  Urban  System  funds.  There  may  be  some  street  improvements  and 
public  transportation  activities  with  the  project  that  it  could 
be  spent  on.  It  is  not  eligible,  though,  to  use  this  money  on  the 
main  line.  The  main  line  of  the  Interstate  is  the  primary  system 
and  this  is  for  Urban  system  small  roads.  This  project  is  so 
large  and  so  comprehensive,  however,  that  there  will  probably  be 
some  Urban  Systems  money  used  on  that  project. 

The  last  category  is  Bridge  Replacement  and  Rehabilitation  [BR] . 
The  federal  participation  is  a  80%  pro-rata  share.  The  period 
available  is  4  years.  The  fund  distribution  method  is 
apportionment  based  on  statutory  formula  using  the  estimated  cost 
of  replacing  and  rehabilitating  deficient  bridges.  The  federal 
government  sums  up  all  the  bridges  in  every  state  which  are 
deficient,  put  into  a  national  pot,  look  at  it  and  pro-rata  it  on 
this  basis.  The  current  funding  status  shows  $88  million.  The 
estimated  apportionment  for  October,  1989  is  $58  million  and  for 
October,  1990  is  $58  million.  The  CA/THT's  eligibility  for  these 
funds  is  not  obvious  to  us.  This  would  have  to  be  a  bridge, 
however,  there  may  be  some  creative  ways  to  get  around  this. 
There  may  some  bridge  improvements  adjacent  to  the  project,  like 
the  Northern  Avenue  Bridge,  which  is  eligible. 

Q.  Doris  -  Referring  to  the  Congressional  Record,  March  31,  1987, 
Senator  Simms,  reporting  before  the  conference  committee,  states 
to  the  President  of  the  Senate  that  the  CA/THT  is  eligible  but 
under  the  following  conditions.  I  quote,  "the  conferees  agreed 
that  the  multipurpose  four  lane  Third  Harbor  crossing  would  be 
eligible  for  Interstate  Construction  funds,  along  with  three 
major  interchanges  on  the  Central  Artery.  In  exchange  for  this, 
the  State  is  responsible  to  pay  for  the  depression  of  the  Central 
Artery,  which  is  currently  estimated  (and  this  is  March,  1987)  to 
cost  over  $800  million  dollars.  While  this  compromise  is  not  what 
everyone  wanted,  It  is  a  resolution  to  a  long  standing  problem, 
which  will  convince  Boston  to  proceed  with  solving  this  major 
transportation  problem.  What  does  that  mean  to  the  taxpayers  of 
the  Commonwealth?  What  does  it  mean  about  our  obligation?-  Is 
this  set  is  stone? 

A.  Walsh  -  No.  I  think  that  my  testimony  has  explained  this  as  I 
have  pointed  out  which  federal  funds  are  eligible  for  that 
section.  National  Discretionary  funds  are  eligible  for  this 
project. 

Q.  Doris  -  So,  of  all  the  funds  you  mentioned,  the  Depression 
would  be  eligible  for  a  certain  portion  of  those  funds. 

A.  Walsh  -  Yes. 

Q.  Doris  -  Given  the  fact  that  you  mentioned  some  $32  million, 
$58  million  and  $200  million,  which  is  allocated  nationally, 
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isn't  It  unlikely  that  we  would  ever  be  able  to  reach  even  of  the 
total  cost  of  the  depression. 

A.  Walsh  -  The  trouble  is  that  we  don't  know  what  the  next 
legislation  will  be,  and  we  can  only  predict  with  certainty  the 
next  two  years.  The  other  thing  I  would  say  about  future 
legislation  is  that  the  highway  program  is  very  popular  with 
everybody  in  the  country.  There  will  be  federal  legislation  for 
highways,  though  the  specific  form  I  cannot  speculate. 

Q.  Doris  -  We  should  be  aware,  especially  from  New  York,  New 
Jersey,  and  some  other  states,  that  their  problems  are  as  bad  if 
not  more  severe  than  the  Commonwealth's.  Some  time  ago,  there  was 
discussion  on  changes  in  design  of  the  3  interchanges  recommended 
by  Central  Artery  people  which  totalled  some  $685  million.  There 
was  some  question  at  that  time  whether  these  changes  would  be 
eligible.  Has  that  been  determined? 

A.  Walsh  -  No,  it  has  not,  because  the  submission  has  not  been 
submitted.  One  has  to  recognize  that  this  is  by  far  the  greatest 
and  most  complex  project  of  any  project  we  have  ever  had  in  the 
entire  Interstate  system.  It  will  be  quite  an  engineering 
achievement  to  pull  it  off.  There  is  always  issues  of 
participation  on  any  project.  As  the  state  looked  closer  into  the 
project,  which  we  encourage,  they  found  other  options  that  appear 
to  be  better.  Now,  we  are  waiting  for  those  to  be  submitted  so  we 
can  make  the  judgement  as  to  whether  we  agree.  At  this  stage,  It 
is  very  preliminary  to  make  a  judgement  on  participation  for  this 
$685  million. 

Q.  Doris  -  So,  I'm  correct  that  this  runs  somewhere  between  $600 
to  $700  million? 

A.  Walsh  -  That's  correct.  That  does  not  say  that  it  is  not 
eligible. 

Q.  Doris  -  Given  the  fact  that  the  boundaries  of  the  design  and 
financing  were  approved  by  Congress,  would  it  be  highly  unlikely 
that  since  there  were  changes  equalling  some  $700  million,  that 
there  would  be  a  rejection  of  participation? 

A.   Walsh  -  It  wouldn't  be  from  Congress.  We,  as  a  federal 
agency,  are  responsible  for  this  program.  Those  documents,  and 
those  changes,  will  have  to  be  approved  in  Washington.  This  is 
quite  unlike  any  project  we  have  had.  95%  of  all  approvals  are  in 
my  office  and  that  is  the  way  the  program  is  designed.  This 
project,  because  of  its  size  and  major  changes  proposed,  will  go 
to  Washington.  These  are  major  changes.  The  original  alignment 
had  the  northbound  1-93  route  going  into  the  Port  1  Channel.  For 
environmental  reasons  that  was  desirable  to  get  that  out  of 
there.  That  is  a  major  change  and  it  involves  a  lot  of  money. 
When  you  get  into  some  of  these  design  details,  like  the  south 
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bay  interchange  or  the  interchange  of  the  Central  Artery  and  the 
Turnpike,  I  know  the  state  is  going  to  say  that  changes  are 
necessary  for  this  to  operate  properly.  We  have  to  review  this 
and  make  a  determination. 

Q.  Moore  -  Would  these  changes  affect  eligibility? 

A.  Walsh   -  Yes,  it  could.  This  is  not  unusual.  Any  project,  even 
a  small  interchange,  is  always  a  point  of  demarcation  on  how  we 
view  it  versus  the  state.  It  usually  isn't  that  far  off.  We  want 
the  facility  to  work  right,  and  if  they  can  make  a  persuasive 
case,  we  will  listen. 

Q.  Doris  -  I  read  in  the  paper  that  someone  is  already  telling  us 
that  the  CANA  ramp  is  faulty. 

A.  Walsh  -  We  have  a  copy  of  that  and  we  are  looking  at  it.  In 
fact,  a  Washington  Office  Representative,  a  design  specialist,  is 
in  our  office  today  going  over  the  state.  We  are  a  three  man 
staff,  so  we  call  on  experts  from  Washington  to  give  us  advice. 
There  are  plenty  of  comments  like  the  one  you  mentioned  that 
still  have  to  be  resolved. 

Q.  Moore  -  Mr.  Walsh,  I'm  interested  in  understanding  the  concept 
of  an  "obligation  limitation."  Basically,  what  you  are  saying  is 
that  first,  the  parts  of  the  project  have  to  be  determined 
eligible  to  receive  money,  then  even  given  the  money  they  may  not 
be  given  full  amount. 

A.  Walsh  -  In  terms  of  the  program,  this  is  a  control  that 
Congress  has  put  over  the  highway  program.  Some  projects,  almost 
all  of  them,  are  under  that  cap.  So,  when  state  is  allocating 
their  project  money,  they  have  to  watch  this  very  carefully.  They 
want  to  be  sure  that  they  don't  send  one  project  ahead  and  stop 
another  project. 

Q.  Moore  -  This  would  apply  to  the  Interstate  4-K  program.  The 
state  has  $30  to  $35  million  per  year  and  they  may  not  be  able  to 
spend  all  of  it. 

A.  Walsh  -  It  won't  be  as  a  specific  program,  it  is  the  overall 
program.  It  doesn't  say  there  is  a  ceiling  for  4-R  funds  and 
Interstate. 

Q.  Moore  -  Are  there  Interstate  funds  that  would  have  been 
eligible  to  Massachusetts,  but  weren't  spent  and  lost? 

A.   Walsh  -  What  happened  was  that  we  were  not  able  to  spend  all 
obligated  money  fast  enough,  so  that  was  allocated  to  other 
states  with  projects  already  in  progress.  The  difficulty  with 
this  project,  being  so  expensive,  and  in  a  preliminary 
engineering  stage,  is  that  we  can't  obligate  money  fast  enough. 
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This  year  we  probably  won't  be  able  to  either.  It  is  not  lost. 
That  is  important  to  remember,  because  it  is  "costs  to  complete." 

Q.  Moore  -  But  you  said  it  was  reallocated  to  other  states? 
A.  Walsh  -  Yes,  an  obligation  authority.  In  this  awkward  period 
that  we  are  in  now,  where  we  are  just  in  preliminary  stage  o~  a 
very  costly  project  welch  means  that  a  lot  o~  money  lp  allocated 
to  Massachusetts — a  lot  of  authority — way  beyond  what  we  can 
spend.  But,  it  should  catch  up  to  us. 

Q.  Moore  -  So,  that  money  would  be  available? 

A.  Walsh  -  That  money  is  not  lost  to  Massachusetts.  That  money  is 
always  available  to  complete  the  Interstate.  Again,  we  don't  have 
legislation  beyond  the  next  two  years. 

Q.  Moore  -  Did  the  Federal  Highway  Administration  have  an 
alternative  to  the  Central  Artery  Project? 

A.  Walsh  -  No.  The  Environmental  Impact  Statement  (EIS)  is 
actually  our  EIS.  We  are  party  to  that,  even  though  the  state 
does  all  the  work,  its  with  our  oversight.  Now  we  are  preparing 
supplements  to  the  EIS. 

Q.  Moore  -  You  indicated  that  the  design  had  been  approved  by 
Congress.  If  those  supplemental  environmental  statements  reflect 
the  need  for  variations  from  that  route,  then  you  would  not  have 
to  go  back  to  Congress? 

A.  Walsh  -  We  would  not  have  to  go  back  to  Congress.  This  is 
under  our  discretion. 

Q.-  Haynes  -  I  have  a  question  concerning  the  Special  Bridge 
Replacement  Discretionary  money.  I  don't  recall  you  mentioning 
this. 

A.  Walsh  -  The  discretionary  would  be  under  the  same  category  as 
Bridge  Replacement  and  Rehabilitation.  It  would  follow  the  same 
criteria.  We  don't  see  how  this  is  eligible,  however,  if  you  look 
at  the  letter  of  the  law,  then  you  could  probable  read  into  it. 

Q.  DeFilippi  -  Mr.  Walsh,  on  all  these  funds,  does  the  federal 
government  take  any  oversight  on  priorities,  or  do  they  go 
strictly  with  the  State's  priorities? 

A.  Walsh  -  They  go  with  the  State's  priorities.  It  is  a 
federally-aided  state  program.  The  state  government  has  the  right 
and  responsibility  to  set  their  own  priorities.  If  in  a  very 
strange  set  of  circumstances  we  could  see  that  a  roadway  is 
falling  apart  and  a  state  won't  spend  any  money  on  it,  then  we 
could  object  to  that  and  fund  it.  That  would  be  very  unusual.  The 
state  has  the  final  say.  The  pool  their  projects  into  a  priority 
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list  and  we  determine  whether  it  is  eligible  under  federal 
regulations  and  whether  It  will  go  forward. 

Q.  Doris  -  I  have  in  mind  several  acres  of  land — the  old  railroad 
yards.  The  state  declared  this  land  as  surplus  and  the  state  sold 
that  property  to  a  private  individual.  As  I  now  understand  It, 
the  state  wants  to  take  that  land  by  eminent  domain.  The  value 
has  been  assessed  anywhere  from  $60  to  $90  million.  Supposedly, 
the  Commonwealth  would  like  to  bring  Conrail  back,  let  them  make 
some  money  transporting  materials  during  the  course  of  the 
project,  and  then  use  a  portion  of  it  for  the  MBTA  down  the  line. 
Would  this  be  a  full  state  cost,  or  would  you  share  in  it? 

A.  Walsh  -  The  general  rule  is  that  anything  which  is  related  to 
the  project  is  eligible  for  federal  funds.  As  you  have  described 
it  doesn't  look  like  It  would  be,  unless  It  lp  needed  for  a 
staging  area.  Any  part  which  is  necessary  for  construction  of  the 
project  is  basically  eligible. 

Q.  Moore  -  Mr.  Walsh,  the  Environmental  Impact  Statement  examined 
a  no-build  option? 

A.  Walsh  -  Yes. 

Q.  Moore  -  Would  that  indicate  that  the  existing  Central  Artery 
is  structurally  sound? 

A.  Walsh  -  I  think  the  Central  Artery  is  structurally  sound. 

Q.  Moore  -  Does  Federal  Highway  comment  on  the  need  for  a 
project? 

A.  Walsh  -  I  came  here  in  1983,  and  there  was  a  lot  of  discussion 
on  this  whole  project,  and  the  negotiated  agreement  with  Congress 
resulted  from  this.  Congress  has  spoken  and  we  are  not  opposed  to 
this  project. 

Q.  Doris  -  The  final  question.  Are  there  any  federal  funds 
specifically  designated  for  the  depression  of  the  Central  Artery 
from  High  to  Causeway  Street  at  this  time? 

A.  Walsh  -  No.  I  must  qualify,  however,  that  it  is  eligible  for 
these  funds  that  I  have  related  to  you. 

Q.  Bourque  -  Must  the  state  use  up  all  its  funds,  in  one 
category,  before  it  applies  for  another?  In  1989  you  have  x 
amount  of  funds  in  Interstate,  for  example.  Can  you  still  apply 
for  other  funds  for  this  year? 

A.  Walsh  -  Only  specific  programs.  The  discretionary  funds 
usually  require  that  you  spend  all  your  money  before  you  can  get 
them.  The  intent  was  to  have  a  pot  of  money,  that  FHWA  sets 
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aside,  so  that  the  big  projects  that  are  ready  to  go,  for  the 
Interstate,  can  be  completed. 

Q.  Doris  -  What  is  the  reality  of  the  Federal  government  getting 
involved  in  apprentice-type  training? 

A.  Walsh  -  We  don't  participate  in  this.  Our  legislation  doesn't 
allow  us.  It  is  not  eligible  for  FHWA  funds.  We  do  have  training 
funds,  but  our  funding  is  specifically  related  to  the  project.  We 
will  pay  contractors  premium  money  to  have  a  certain  amount  of 
trainees  on  the  project  when  its  being  built.  We  do  allow  some 
training  funds  to  organize,  but  the  provision  the  Mayor  would 
have  to  set  aside  some  money  for  residents  of  Boston,  is  not 
acceptable. 
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Frederick  P.  Salvucci,  Secretary,  Executive  Office  of 
Transportation  &  Construction. 

Salvucci  -  Thank  you  Mr.  Chairmen.  I'd  like  to  speak  of  the 
CA/THT  in  a  statewide  context  and  call  on  Commissioner  Garvey. 
Let  me  say  as  an  introduction  that  from  the  very  beginning  we 
have  recognized  the  fact  that  while  this  project  is  very,  very 
important  in  terms  of  a  major  transportation  project  in  our  city 
that  needs  to  be  dealt  with,  that  there  is  a  statewide  program 
which  is  also  very  important.  For  that  reason,  from  the 
beginning,  we  structured  the  efforts  of  the  Department  of  Public 
Works  on  this  project  to  insure  that  we  are  able  to  deliver  to 
many  important  projects  statewide. 

We  have  done  this  in  two  ways.  One  is  through  people  and  the 
other  is  by  seeking  the  appropriate  funding.  In  terms  of  people, 
we  recognized  from  the  outset  that  this  project  is  very  largely  a 
community  project  and  if  we  tried  to  use  Department  of  Public 
Works  engineers  in  a  primary  way  to  meet  the  needs  of  the 
Artery/Tunnel  project,  particularly  given  the  damage  dealt  to  DPW 
in  1981  with  the  budget  cuts  and  the  shortage  of  engineers,  then 
that  would  be  unfair  to  the  rest  of  the  state  and  would  slow  down 
vitally  needed  projects  all  over  the  state.  So,  the  decision  we 
had  made  at  the  beginning  was  in  recognition  of  the  fact  that  we 
need  to  rebuild  the  Department  of  Public  Works  to  do  its  normal 
statewide  job.  To  support  this  effort  it  became  necessary  to  hire 
consultants  as  a  primary  way  of  doing  the  engineering  on  the 
Artery/Tunnel  with  a  very  lean  staff  of  DPW  people.  So,  the  first 
decision,  made  through  people  power,  was  to  focus  efforts  to 
rebuilding  Department  of  Public  Works.  First  under  Commissioner 
Tierney  and  now  under  Commissioner  Garvey.  I  think  we  have  made 
substantial  progress  in  focusing  our  resources  on  a  statewide 
program.  The  average  age  of  a  DPW  employee  in  1983  was  57.  Today, 
with  an  aggressive  recruitment  program  .  .  .  that  age  is  43.  We 
are  in  better  shape  than  we  were. 

Secondly,  the  Department  of  Public  Works  is  the  primary  agent  of 
the  construction  side — building  the  CANA  project  which  is,  in 
many  ways,  the  first  piece  of  the  Artery/Tunnel  project.  A 
Commissioner  Garvey  will  soon  provide  those  details.  The  basic 
point  I  would  like  to  make  be~ore  presenting  Commissioner  Garvey 
is  that  there  lp  a  desperate  need  now,  in  my  view,  for  a  gasoline 
tax.  I  very  much  appreciate  the  emphasis  that  this  Commission  has 
given  for  the  gasoline  tax.  I  think  it  is  important  to  understand 
that  desperate  need,  while  It  would  benefit  every  project  in  the 
state,  including  the  Artery/Tunnel  eventually,  represents 
hundreds  of  millions  of  dollars  worth  of  projects  all  over  the 
state  ready  to  go  into  construction  because  DPW  has  made  those 
projects  ready.  Eventually  the  Artery/Tunnel  will  have  need  for 
limited  matching,  but  the  "here  and  new"  of  the  gas  tax  is  that 
we  have  many  projects  across  the  state  welch  are  in  desperate 
need  of  funds.  The  other  part  of  the  gas  tax,  in  terms  of 
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urgency,  is  the  effort  to  rebuild  the  Department  of  Public  Works 
so  that  it  is  capable  of  getting  the  plans  and  working  drawings 
out  for  contractors  to  bid  on.  This  effort  has  taken  money.  It 
has  also  been  hurt  with  the  recent  budget  cuts.  I  want  in  every 
way  endorse  the  need  for  a  gasoline  tax,  and  I  really  appreciate 
the  support  you  have  given  it.  I  want  to  make  it  clear  that  the 
gasoline  tax  is  primarily  for  statewide  needs.  Eventually,  It 
will  also  help  the  Artery/Tunnel. 

With  that  brief  introduction,  I  would  like  to  introduce 
Commissioner  Garvey  to  speak  .  .  . 

Q.  Moore  -  The  brief  comment  on  the  gas  tax  issue,  Secretary. 
Would  it  not  both  strengthen  the  case  for  passage,  and,  in  fact, 
allow  projects  to  flow  more  quickly,  if  we  were  to  forget  about 
the  issue  of  reimbursing  the  General  Fund  and  deal  with  going 
forward  with  projects  under  the  Highway  Fund. 

A.  Salvucci  -  I  think  that  it  is  a  separate,  important  issue,  but 
it  would  not  make  a  difference  in  how  quickly  we  could  go.  Right 
now,  we  have  projects  ready  to  go.  If  we  had  a  reasonable 
gasoline  tax,  as  we  proposed,  getting  to  the  national  average, 
there  will  be  enough  money  first  and  foremost  to  build  the 
projects  that  are  needed,  but  there  will  also  be  enough  money  to 
pay  the  General  Fund  for  the  money  that  went  into  the  Highway 
Fund.  That  is  a  separate  issue  .  .  .  there  are  people  who  agree 
or  disagree,  but  be  clear  that  the  proposed  gasoline  tax  is 
adequate  to  cover  both.  Our  primary  needs,  getting  projects  out 
to  bid,  getting  an  adequate  budget  for  DPW,  will  be  met  be  an 
increase  in  the  gasoline  tax.  It  is  up  to  the  Legislature  on  how 
to  handle  the  pay  back  issue,  but  either  way  if  we  get  the  gas 
tax,  this  projects  go  out  to  bid  and  DPW  will  be  able  to  get  an 
adequate  budget. 

Q.  Moore  -  Does  that  pay  back  require  some  type  of  legislative 
action? 

A.  Salvucci  -  Yes.  The  pay  back  would  require  legislative  action. 
The  essential  thing  is  that  if  we  don't  have  the  gas  tax  there  is 
nothing  to  talk  about.  It's  the  gas  tax  that's  key  to  getting  the 
projects  all  over  the  state  out  to  bid. 

Q.  Moore  -  Are  you  suggesting  that  the  Administration,  on  its 
own,  could  not  or  would  not, deal  with  the  deficit  first,  projects 
later,  if  the  gas  tax  were  increased? 

A.  Salvucci  -  My  understanding  is  that  any  effort  to  deal  with 
the  pay  back  issue  requires  a  statute.  I  don't  want  to  speculate 
on  what  the  Administration  might  do.  All  I  can  say  is  that  when 
we  calculated  the  gasoline  tax,  we  asked  for  enough  money  to 
carry  a  first-class  public  works  program  and  handle  a  pay  back.  I 
want  to  make  it  clear  that  in  no  way,  by  supporting  the 
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Administration's  proposal,  am  I  putting  a  pay  back  before 
advertising  desperately  needed  jobs  or  before  the  need  for  a 
better  funded  DPW.  As  you  know,  we  can  talk  all  we  want  about 
past  bond  issues,  but  if  DPW  doesn't  have  enough  staff  to  process 
these  projects,  they  don't  happen.  That's  why  we  set  aside  the 
Artery/Tunnel  project  with  an  outside  consultant  so  as  not  to 
distract  the  scarce  resources  of  DPW  and  the  statewide  program. 

Q.  Moore  -  Is  there  a  commitment  on  the  part  of  the 
Administration  to  raise  the  bonding  cap  of  public  works  projects 
if  the  gas  tax  were  to  pass? 

A.  Salvucci  -  I  certainly  hope  so.  That  is  now  also  in  the 
legislative  gambit,  in  terms  of  the  way  I  hear  the  budget  is 
coming  out.  I  don't  like  the  cap.  We  need  to  get  rid  of  the  cap 
and  the  way  to  do  that  is  with  the  gas  tax. 

Q.  Moore  -  Clearly,  if  the  cap  were  to  remain,  even  if  the  gas 
tax  were  to  pass,  It  would  not  resolve  the  construction  problem. 

A.  Salvucci  -  You're  absolutely  correct.  li  the  cap  were  to 
remain  at  its  current  level,  It  would  not  allow  us  to  go  forward 
with  a  first-class  public  works  program.  That's  why  we  need  the 
gas  tax. 

Q.  Moore  -  Wouldn't  it  make  some  sense,  in  trying  to  convince 
members  of  the  Legislature  who  have  some  difficulty  with  the  gas 
tax,  to  indicate,  beforehand,  the  decision  on  that  cap? 

A.  Salvucci  -  Since  I'm  here  before  a  group  of  Legislators,  I 
would  urge  you  to  keep  an  eye  on  that. 

Q.  Doris  -  Whether  it  be  the  gas  tax  or  any  other  tax,  there  is 
frustration  from  many  people.  The  attitudes  in  the  House  and  the 
Senate  are  anti-tax.  A  lot  of  the  sentiment  that  exists  comes 
from  the  fact  that  week  in  and  week  out  the  Administration 
imposes  fees,  fines,  etc.  Therein  lies  most  of  the  frustration  of 
the  general  public  with  the  Administration.  Because  of  the  cap, 
no  contracts  have  gone  out  in  DPW  since  the  1st  of  November, 
1988.  We  were  told  that  registry  fees  would  generate,  for  the  six 
months  from  January  to  June,  1989,  approximately  $45  to  $50 
million  and  on  an  annual  basis  around  $150  million,  that  money  lp 
supposed  to  be  dedicated  to  highway  purposes.  Those  fees  have 
been  collected  now  for  almost  6  months  .  There  should  be  around 
$40  to  $50  million,  by  the  projections  of  Administration  & 
Finance.  Why  hasn't  that  money  been  used  to  implement 
construction  projects  and  to  upgrade  staff  within  DPW?  Where  has 
the  money  gone? 

A.  Salvucci  -  I  think  that  in  order  to  get  a  satisfactory  answer 
you  would  have  to  ask  Administration  &  Finance.  Even  from  my 
position,  it  is  pretty  obvious  that  the  Highway  Fund  owes 
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considerable  money  to  the  General  Fund  and  the  entire  state 
budget,  as  we  approach  the  end  of  the  fiscal  year,  doesn't  have 
enough  money  to  pay  the  bills.  The  cap  on  spending  was  put  in  as 
a  step  to  maintain  some  credibility  with  the  New  York  bonding 
people  who  rate  the  financing  of  the  short-term  and  long-term 
borrowing  of  the  Commonwealth.  The  fact  that  Administration  & 
Finance  imposed  the  cap  had  to  do  with  the  overall  state  budget 
and  the  situation  with  the  investment  community.  That  cap,  that 
Administration  &  Finance  put  on,  does  not  have  anything  to  do 
with  the  health  of  any  particular  account.  I'm  sure  that 
Administration  &  Finance  is  guided  by  the  Massachusetts 
Constitution  which  provides  that  Registry  fees  can  only  be  used 
for  transportation  purposes.  The  cap  on  what  we  advertise  comes 
from  the  overall  situation  of  the  Commonwealth.  I  don't  like  it 
and  you  don't  like  it  .  .  . 

Q.  Doris  -  I  understand  that  fully.  It's  just  frustrating.  I  came 
out  publicly  in  favor  of  the  gas  tax.  It  was  a  tough  thing  to  do 
several  months  ago  when  everyone  was  anti-tax,  but  it  was  a 
responsible  thing  to  do.  But,  I  get  frustrated  when 
Administration  &  Finance  steps  in  and  says  that  they  are  going  to 
pay  off  the  General  Fund.  If  that  happens,  I  am  not  going  to 
support  it  [gas  tax],  unless  it  is  100%  dedicated.  At  the  same 
time,  there  is  the  Registry  fees.  Forget  about  paying  back,  let's 
get  on  with  the  future.  Everyone  wants  the  cap  taken  off,  so 
let's  take  the  money  for  what  it's  suppose  to  be  used  for.  I  hope 
we  can  find  out  where  that  money  has  gone  and  why  we  can't  use  it 
to  release  some  of  the  projects  that  have  been  ready  to  go  since 
last  November. 

A.  Salvucci  -  We,  as  much  as  you,  are  very  frustrated  with  this 
situation  but  I  think  it's  quite  clear  that  until  we  have  some 
revenue,  we're  not  going  to  be  able  to  get  rid  of  the  cap.  I 
would  like  to  see  special  obligation  bonds  financed  out  of  the 
gas  tax  so  it  is  crystal  clear  where  the  money  is  going  and  that 
will  enhance  our  credibility  that  these  dollars  are  genuinely 
going  to  the  purpose  intended.  There  are  other  states  that 
finance  their  highways  in  that  way  and  I'm  told  that  in  several 
of  those  states  the  bond  rating  and  interest  payments  or  as  good 
as  or  superior  to  the  G.O.  debt  those  states  issue. 

Q.  Doris  -  We  ask  the  same  thing  of  Administration  & 
Finance — what  has  happened  to  the  Registry  fee  money  since 
January — and  we  still  haven't  received  an  answer.  I  think  the 
people  are  entitled  to  an  answer.  The  question  should  be  asked. 

Q.  Haynes  -  With  relation  to  the  proposed  gas  tax  and  funding  for 
the  Central  Artery  .  .  .  you  mentioned  that  sometime  down  the 
road  that  you  would  perhaps  use  the  gas  tax  money  to  fund  the 
Central  Artery  project.  Could  you  briefly  outline  what  the 
strategy  for  funding  this  projects  is? 
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A.  Salvucci  -  I'd  be  happy  to  answer  those  questions  but  I  think 
it  can  be  handled  better  if  I  defer  to  Bill  Twomey,  who  will  go 
over  how  the  Artery/Tunnel  funding  works.  I  think  his 
presentation  will  be  much  clearer. 

Q.  Bourque  -  If  the  gas  tax  was  passed,  would  you  have  a  list  of 
the  projects  that  are  needed  and  necessary,  at  this  present  time, 
to  take  up  that  amount?  I  know  that  route  2  is  terrible.  I 
believe  that  many  of  the  other  Legislators  have  areas  also.  We 
would  know  and  we  could  tell  our  people  that  we  know  our  district 
will  be  taken  care  of.  That  is  an  important  thing  for  us  to  know. 
Is  it  possible  for  you  to  give  us  a  copy  of  the  projects  that  you 
feel  are  immediately  needed? 

A.  Salvucci  -  Yes.  I  will  pass  it  to  the  Commissioner.  It  is 
precisely  the  issue  she  wants  to  speak  of.  We  can  give  you  a  list 
of  the  projects  that  are  ready  to  go  right  now,  the  projects  we 
expect  to  go  in  a  year,  and  the  projects  which  are  being  worked 
on  under  a  five-year  plan.  Obviously,  the  ones  that  are  ready  to 
go  are  the  one's  absolutely  guaranteed  1-  we  get  the  money. 

Q.  Bourque  -  So  your  answer  is  that  those  that  are  needed 
immediately  would  be  taken  care  of  and  then  from  there  you  would 
go  on? 

A.  Salvucci  -  Yes.  We  are  not  saving  the  money  for  some  project 
in  the  future.  This  is  for  projects  ready  to  go.  We  advertise  as 
quickly  as  possible  because  otherwise  we  pay  a  big  price  in 
inflation. 
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Jane  F.  Garvey,  Commissioner,  Department  of  Public  Works. 

Garvey  -  Thank  you  very  much.  I'm  here  to  speak  to  you  this 
morning  about  the  Central  Artery  project,  as  well  as  the 
Department's  statewide  program.  The  Central  Artery/Third  Harbor 
Tunnel  is  unquestionably  the  most  exciting  project  we've  ever 
entertained  in  the  Department.  It  is  an  opportunity  for  all  of  us 
in  transportation,  in  the  Legislature,  and  in  Federal  Highway 
[Administration] ,  to  reshape  the  destiny  of  this  region,  and  to 
reshape  the  destiny  of  this  city.  It  is  similar  in  scope  and 
similar  in  vision  to  building  the  first  subway  system  in  Boston. 
At  the  peak  of  construction,  this  $4.4  billion  project  will 
generate  over  15,000  jobs,  5000  of  which  will  be  construction 
related.  Those  billions  of  federal  dollars  will  create  tens  of 
thousands  of  jobs  in  the  short-term,  and  a  solid  economic  future 
in  the  long-term. 

Before  Bill  Twomey  speaks  more  specifically  on  the  funding  of  the 
project,  I  would  like  to  address  the  question  of  how  this 
projects  fits  within  the  context  of  the  statewide  program.  While 
it  is  clearly  the  most  ambitious  project,  it  is  one  aspect  of 
DPW's  overall  plan  to  improve  the  Commonwealth's  infrastructure 
and  road  network.  The  relationship  between  economic  vitality  and 
a  good  transportation  system  is  always  been  a  direct  one.  Route 
495,  for  example,  is  one  reason  why  the  town  of  Taunton  moved 
from  double-digit  unemployment  to  one  lowest  unemployment  levels 
in  the  state.  Routes  91,  391,  .  .  .  have  changed  the  faces  of 
communities  like  Chicopee  and  Springfield. 

The  Surface  Transportation  Act  Mr.  Walsh  spoke  so  much  about 
included  not  only  the  Central  Artery/Third  Harbor  Tunnel,  but 
essential,  federally-funded,  projects  throughout  Massachusetts. 
This  includes  resurfacing  projects,  urban  systems  projects,  and 
bridge  projects.  It  is  this  financial  framework  that  shows  a 
five-year  plan,  which  the  Secretary  spoke  about,  and  which  we 
present  to  FHWA  each  year.  This  plan  represents  highway  projects 
in  all  sections  of  the  state.  We  have  a  very  strong  local 
Department  of  Public  Works  to  see  that  five-year  plan  through  to 
construction  and  we'd  be  very  happy  to  share  that  with  members  of 
the  Commission. 

The  immediate  goal  of  the  department,  this  year,  is  to  advertise 
between  $400  and  $450  million  worth  of  projects.  We  believe  that 
it  is  good  public  policy,  and,  frankly,  good  politics,  to 
aggressively  pursue  that  statewide  construction  plan.  Our 
statewide  program  is  one  we  take  very  seriously  at  DPw  and  one  we 
have  no  intention  of  sacrificing.  When  we  speak  of  this  statewide 
program,  we  need  to  understand  that  it  is  being  threatened,  not 
by  the  Central  Artery/Tunnel  project,  but  because  of  limited 
resources.  As  most  of  you  know,  and  as  the  Chairmen  referred  to 
earlier,  DPW  has  not  advertised  a  single  project  since  late 
November  1988.  We  have  slightly  over  $100  million  worth  of 
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construction  projects,  designed  and  ready  to  go,  when  and  if  the 
funds  become  available.  This  includes  the  rehabilitation  of  42 
bridges  and  the  resurfacing  and  reconstruction  of  54  roadway 
projects,  all  of  which  were  postponed  this  year. 

I  want  to  be  very  clear  ...  we  made  a  conscious  decision  in 
November  to  keep  the  design  of  projects  moving  so  that  we  would 
not  delay  projects  a  year  from  now,  two  years  from  now,  even 
three  years.  So,  [Route]  146  is  moving  ahead  despite  our 
situation.  But,  frankly,  without  additional  revenues,  the 
advertising  of  all  these  new  projects  will  not  be  possible.  We 
have  targeted  120  bridges,  which  we  will  share  with  you,  for 
rehabilitation/replacement  this  year.  Those  projects  will  not  be 
done. 

Certainly,  the  consequences  for  postponing  all  these  needs  are 
serious.  We  believe  in  DPW  that  we  have  the  capability  and  the 
will  to  do  our  job.  In  fact,  we  think  we've  demonstrated  that 
capability  quite  clearly  with  the  CANA  project,  which  is  the 
beginning,  in  most  people's  minds,  of  the  Central  Artery/Third 
Harbor  Tunnel  project.  That  has  gone  extremely  well  and  its  going 
well  because  of  the  tremendous  cooperation  we've  seen  from  the 
community  of  Charlestown,  the  City  of  Boston,  the  Legislature, 
and  Federal  Highway.  It  is  working  very  well  and  very 
effectively. 

As  the  Secretary  spoke  of  earlier,  we  are  a  strong  department 
now,  we  are  meeting  the  challenge  to  construct  CANA  efficiently, 
and  we  are  prepared  and  willing  the  challenge  of  constructing  the 
Central  Artery/Third  Harbor  Tunnel. 

Q.  Moore  -  Commissioner  ...  if  the  Legislature  were  not  to  pass 
a  gas  tax,  and  if  future  federal  money  does  not  increase — perhaps 
Interstate  money  stays  at  current  level  and  goes  into  4-R  account 
but  the  total  pot  doesn't  increase — is  there  any  current 
discussion  being  made  that  if  projects  around  the  state  are  to  be 
deferred,  as  there  are  this  year,  then  Central  Artery  might  be 
deferred  along  with  them,  so  we  don't  end  up  with  the  situation 
of  only  constructing  the  Central  Artery? 

A.  Garvey  -  .  .  .  One  of  the  frustrations  that  we  are  feeling  is 
that  so  many  of  the  projects  that  are  on  the  shelf  do  have 
federal  dollars  attached  to  them  if  we  only  had  that  small  state 
match.  Frankly,  if  there  is  no  gas  tax  we  are  facing  a  severe 
crisis.  We  get  our  cap  fixed  six  months  into  the  fiscal  year.  If 
our  cap  is  reduced,  which  has  been  suggested,  then  we  will,  in 
effect,  only  be  able  to  pay  our  bills.  That  is  for  those  programs 
going  on  now.  We  will  not  be  able  to  move  into  the  construction 
of  any  new  projects,  or  advertise  any  new  projects.  That  is  why 
we  are  so  aggressive  in  pursuing  the  gas  tax  ...  to  fund  this 
projects  .  .  . 
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Q.  Moore  -  Including  Central  Artery  .  .  .? 

A.  Garvey  -  Including  Central  Artery.  Again,  the  Central  Artery 
is  one  piece  of  a  statewide  program  and  I  might  again  mention 
that  we  think  its  good  pubic  policy,  as  well  as  politics,  to 
pursue  the  statewide  agenda. 

Q.  Haynes  -  Commissioner,  what  is  the  status  of  the  CANA  project 
funding,  at  this  moment,  and  the  status  of  the  Central 
Artery/Third  Harbor  Tunnel  project? 

A.  Garvey  -  CANA  funding  is  secure  and  the  design  plan  is  pretty 
much  what  we've  been  working  on.  While  we  are  under  the  cap,  this 
is  one  of  those  projects  that  is  secure.  Again,  anything  that  was 
underway  we  want  to  see  through  to  completion. 

Q.  Haynes  -  Does  the  design  cost  of  the  Central  Artery  come  in 
under  the  cap  as  well? 

A.  Garvey  -  Part  of  it  is  under  this  years  cap  .  Again,  being 
consistent  with  our  decision  that  anything  which  is  under  design 
will  continue,  so  we  would  not  let  projects  end  up  being  delayed. 

Q.  Bourque  -  When  talking  gas  tax,  what  amount  are  we  talking 
about,  cents-wise? 

A.  Garvey  -  The  proposal  before  the  Legislature  is  10  cents.  6 
cents  the  first  year,  followed  by  2  cents  and  2  cents.  That  will 
generate  about  $27  million  per  penny. 

Q.  DeFilippi  -  Being  a  little  parochial,  I'm  concerned  about  a 
highway  like  Rte.  57,  which  has  been  in  the  works  for  17  years.  I 
thought  the  money  was  already  committed.  But,  nothing  has 
happened.  Does  that  mean  the  money  has  been  taken  from  there  and 
put  somewhere  else. 

A.  Garvey  -  The  issues  around  route  57  are  not  financial  issues 
as  much  as  environmental  issues.  We  feel  we've  addressed  all 
those  environmental  issues.  Documents,  now,  are  with  MEPA  and  are 
being  advertised  in  the  Monitor.  Where  route  57  is  being  affected 
is  not  with  federal  dollars,  because  those  are  clearly  there,  but 
with  the  cap.  If  our  cap  is  not  raised,  it  doesn't  matter  if  the 
federal  money  is  there.  It  is  the  state  portion  which  is  not 
available  to  us.  Again,  our  concern  is  getting  the  cap  raised, 
getting  that  cap  removed,  so  we  can  continue  with  these  projects. 

Q.  Defilippi  -  Are  you  saying  that  the  money  is  there,  but  we 
can't  spend  It,  because  of  the  cap,  or  the  money  is  not  there 
because  of  the  cap? 

A.  Garvey  -  The  federal  money  is  there  but  the  state  money  is 
not. 
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Salvucci  -  In  reference  to  Route  57,  I  would  point  out  that  a 
major  cause  of  delay  are  the  studies  which  must  be  performed.  The 
environmental  study  procedure  slows  done  the  process.  We  have 
never,  to  my  knowledge,  told  any  member  of  the  Legislature  that 
we  can't  get  to  your  project  because  there  is  not  enough  federal 
money.  Quite  the  contrary,  we've  asked  you  for  help  to  process 
these  projects  so  we  can  use  the  federal  money.  We  have  never,  in 
this  administration  at  least,  had  a  problem  with  federal  money 
statewide.  We  have  a  serious  problem  getting  the  work  out  the 
door  and  now,  for  the  first  time,  we  have  a  serious  problem  with 
the  local  match  and  that's  why  we  need  the  gas  tax.  Before  I  ask 
Mr.  Twomey  to  talk  about  the  Artery/Tunnel  project,  I  want  to 
give  a  brief  history.  As  you  all  know,  the  1987  Surface 
Transportation  Act  clarified  our  eligibility  for  90%  federal 
funding  for  the  entire  project.  80%  of  the  project  is  eligible 
for  one  kind  of  federal  funds  and  20%  of  the  project  is  eligible 
for  another,  but  the  eligibility  issue  which  was  at  stake  was 
settled  favorably  in  1987.  You'll  be  hearing  from  Bill  shortly  on 
how  federal  money,  as  well  as  state,  plays  into  that.  Before  I 
pass  it  to  Bill,  I  did  want  to  go  over  something  involving  the 
history  of  the  project  and  ;  .  . 

Q.  Moore  -  Mr.  Secretary,  before  you  get  into  the  history  of  the 
project,  could  you  provide  the  Commission  with  information 
relative  to  how  the  cap  figure  was  actually  established  for  DPW? 
If,  in  fact,  there  are  several  hundreds  of  millions  of  dollars  of 
projects  ready  to  go,  and  if  many  of  these  have  federal  funds 
attached,  we  could  perhaps  make  a  case  to  raise  the  cap,  and  go 
forward,  because  of  the  economic  generation  that  would  take  place 
and  also  the  inflationary  savings  of  doing  these  projects.  We  may 
be  able  to  make  the  case  that  we  would  save  money  by  raising  that 
cap  somewhat.  I'm  concerned  that  there  would  be  a  suspicion  that 
the  cap  is  there  to  generate  pressure  for  the  gas  tax. 

A.  Salvucci  -  We  will  certainly  provide  any  information  you  would 
like.  I  think  there  is  an  excellent  case  to  be  made  that, 
particularly,  the  federal  funded  portion  of  our  program  really 
carries  its  own  weight.  As  our  economic  analysis  points  out, 
which  you  will  hear  in  a  few  minutes,  on  a  90-10  job,  the 
Commonwealth  actually  makes  money.  It  makes  $1.17  for  every 
dollar  it  puts  on  the  table.  These  are  very  conservative 
assumptions,  but  cut  20%  of  that  and  that's  95  cents  back  on  the 
dollar.  That  is  an  excellent  return  on  an  investment,  in  terms  of 
stimulation  to  the  economy,  people  working  instead  of  collecting 
unemployment,  A  similar  analysis  would  hold  for  a  bridge  project 
at  80-20.  Not  quite  as  strong  as  90-10,  but  certainly  the  same 
kind  of  argument  can  be  made.  That  is  why  we  are  pushing  ahead  a 
set  priority,  within  the  cap,  to  high  federal  aid  jobs,  which  are 
considered  more  important  that  100%  state  jobs  because  the 
Commonwealth  does  get  a  lot  of  that  back. 
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Let  me  assure  you  that  I  don't  like  the  cap,  and  didn't  like 
having  it  put  on  us.  The  way  the  cap  was  put  on  the  agencies  last 
fall  was  by  taking  the  largest  number  that  DPW  had  ever, 
historically,  put  out  the  door  in  state  funds,  and  believed  that 
they  were  given  us  a  cap  which  might  squeeze  us  a  little  bit,  but 
not  to  bad  considering  the  most  the  Department  had  ever  done 
historically.  Commissioner  Garvey  was  moving  along  in  a  very  good 
year,  and  at  the  time  of  the  cap,  was  almost  out  of  money.  The 
talk  was  to  sit  down  and  set  priorities.  There  wasn't  any 
priorities  left  to  set.  Most  of  the  advertising  had  already  been 
done.  But,  that  cap  had  been  set  by  A  &  F  based  on  prior  years 
the  Department  had  .  .  . 

Regarding  the  history  of  the  Artery  Tunnel,  I  try  to  go  through 
the  most  salient  facts.  In  the  early  50 's,  the  Central  Artery  was 
built  with  100%  state  funds.  It  was  built  prior  to  the 
establishment  of  the  Interstate  Highway  system  in  1956.  Governor 
Volpe  told  me  that  he  was  never  so  frustrated  in  his  entire 
career  than  when  he  came  into  office  at  DPW  and  begin  to  build 
the  elevated  Central  Artery,  since  the  contracts  had  been 
awarded.  He  believed  it  was  an  absolute  mistake;  he  knew  it  was  a 
mistake  at  the  time.  The  road  wasn't  going  to  work  properly,  not 
just  aesthetically — cutting  the  city  in  half--it  wasn't  wide 
enough  to  handle  the  traffic  needs.  If  you  look  at  the  road, 
physically,  its  design  changed.  It  began  in  the  north,  both 
bridges  built  in  the  stretch  down  as  far  as  High  Street,  and  then 
it  goes  underground  at  High  Street  because  they  recognized  that 
it  was  a  disaster.  They  literally  changed  the  plan  halfway 
through,  they  went  underground  at  High  Street  south,  because  they 
recognized  that  it  was  a  mistake.  Governor  Volpe  was  one  of  our 
strong  allies  in  securing  federal  funding  to  correct  this 
mistake. 

It  was  built  with  a  100%  state  funds.  In  1956,  the  Interstate 
Highway  system  began  and  our  gasoline  taxes  began  paying  for  the 
Interstate  system  all  over  the  country.  Some  portions  of  which 
are  in  Massachusetts.  But,  1-93,  the  part  that  goes  through 
downtown  Boston,  was  built  without  it;  it  never  got  the  90% 
money.  I  want  to  point  out  that  there  is  no  such  thing  as  a  free 
lunch.  The  dollars  we  are  getting  from  Washington,  which  we  are 
entitled  to  and  Congress  approved  in  1987,  are  dollars  we  sent  to 
Washington,  that  have  helped  build  highways  in  California,  New 
Jersey,  and  all  over  the  United  States.  This  is  our  chance  to  get 
back  some  of  those  dollars  with  eligible  projects.  That  is  the 
case  that  Congressman  O'Neill  made  in  1976,  when  he  successfully 
argued  for  the  inclusion  of  language  clarifying  this.  Congressman 
O'Neill  said  the  right  way  to  do  this  was  not  to  go  out  and 
rebuild  a  mistake,  go  through  a  murderous  construction  process 
while  we  attempted  to  repave  and  revise  the  decks  on  the  existing 
Central  Artery;  giving  two  lanes  to  the  contractors  and  dealing 
with  horrendous  traffic.  Meanwhile,  after  were  done,  we'd  have  a 
brand  new  Central  Artery  that  who  know  how  long  would  stand  with 
increased  demand  placed  on  it.  That's  the  case  that  Congressman 
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O'Neill  made  in  '76  which  got  the  eligibility  of  the  Central 
Artery  put  in. 

The  eligibility  for  the  Tunnel  had  been  included  earlier,  during 
Sargent  Administration,  as  a  two-lane  concept.  In  1979,  the 
federal  law  changed,  which  made  these  concept  approvals,  that 
were  in  the  law,  much  more  significant  than  they  ever  were 
before.  FHWA,  when  I  came  back  to  state  government  in  198  3,  took 
the  position  that  it  was  unclear  to  them  whether  the  tunnel  was 
eligible  for  anything  more  than  two  lanes,  and  what  was  eligible 
on  the  Artery.  In  that  same  year,  there  was  also  a  major 
transportation  plan  and  environmental  question  facing  us  which 
was;  "what  do  we  really  need  to  make  the  transportation  system 
work."  Do  we  need  a  widened  and  depressed  Artery?  Do  we  need  the 
Tunnel?  Do  we  need  either?  Do  we  need  both? 

After  looking  at  this  exhaustively  in  1983,  I  recommended,  and 
the  Governor  supported,  that  we  needed  both.  Many  of  you  remember 
that  was  a  changing  position  from  original  feelings  about  the 
tunnel,  which  had  a  alignment  that  had  major  problems  with 
Gillette,  East  Boston  community,  etc.  In  1983,  we  dealt  with 
those  community  frustrations,  Gillette  Company  was  very  helpful 
in  resolving  some  of  the  water  issues  around  the  channel.  We  came 
out  of  '83  with  transportation  plan  adequate  to  meet  the  need, 
which  consisted  of  a  tunnel  in  a  different  location  than 
originally  anticipated — one  that  dealt  with  the  concerns  of 
Gillette  and  the  East  Boston  and  South  Boston  communities — and 
made  it  a  practical,  buildable,  project.  At  the  same  time,  the 
plan  dealt  with  the  engineering  questions  around  building  the 
Central  Artery  underground,  while  we  maintain  traffic  on  the 
existing  Artery. 

The  traffic  analysis  clearly  indicated  that  both  needed  each 
system  to  function.  Either  one  without  the  other  leaves  the 
system  hopelessly  congested.  That  was  clearly  documented  in  the 
environmental  process.  At  that  point  there  were  two  sets  of 
questions:  (1)  the  funding  eligibility  question,  which  we'll  hear 
from  Bill  (Twomey)  about  and,   environmental/transportation 
planning  questions,  because  in  1983,  when  we  sent  our 
environmental  impact  statement  in,  the  federal  highway 
Administrator  said,  "I'm  not  sure  I  agree.  I'm  not  sure  you  need 
both  of  these  facilities.  They're  awfully  expensive  and  I  don't 
know . " 

We  went  to  Washington  in  an  bipartisan  effort,  including  people 
like  Governor  Volpe,  major  business  leaders  from  the  city, 
Republicans,  Democrats,  and  made  the  case  that  this  was  not  a 
Democratic  or  Republican  traffic  jam,  it  was  a  bipartisan  need  to 
deal  with  a  major  infrastructure  problem  in  this  region.  Jointly, 
we  asked  FHWA  just  to  take  an  honest  look  at  the  transportation 
planning  question  of  whether  one  or  the  other,  or  both. 
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They  did  that  review.  They  sent  their  top  computer  people  and 
planning  people,  from  Washington  up  to  Boston,  took  apart  the 
computer,  and  looked  at  every  assumption  we  made.  They  came  to 
the  conclusion,  after  five  months  of  more  vigorous  analysis  than 
any  highway  project  in  the  nation  has  every  faced  from 
Washington,  that  we  absolutely  need  both  of  these  projects.  One 
without  the  other  does  not  work.  The  earlier  view  that  one 
without  the  other  might  work  was  dismissed.  They  gave  us  approval 
on  the  environmental  impact  statement  on  the  combined  project.  It 
is  one  project,  that  is  what  we  have  environmental  approval  on, 
that  is  what  Congress  approved. 

Within  the  funding  context  that  Bill  will  go  over,  it  is 
important  to  remember  that  100-  of  the  project  is  eligible  for 
90%  funding.  Within  that,  80%  of  the  project  is  eligible  for  one 
kind  of  90%  funding — Interstate  completion  fund — and  20%  is 
eligible  for  Interstate  Reconstruction  and  several  other 
categories  of  federal  funds. 

If  we  want  to  proceed  with  the  project,  and  I  submit  that  we  have 
no  alternative  if  we  care  about  keeping  the  system  reliable,  then 
we  must  proceed  with  the  entire  project.  If  we  were  to  change  the 
project  in  a  significant  way,  as  opposed  to  design  changes  that 
we  have  been  willing  to  make,  then  it  would  reopen  the 
environmental  issue.  We  have  stated  over  and  over  again  that  if 
you  look  across  the  country,  we  do  not  find  major  public  works 
which  have  been  half-built  or  abandoned  because  of  lack  of 
availability  of  federal  funding.  The  federal  government  has  a 
very  strong  commitment  to  seeing  a  project  through  once  it  has 
been  started.  That  has  always  been  a  very,  very  certain  outcome. 
What  has  been  much  less  certain  lp  when  we  get  into  the 
environmental  problem.  That's  where  you  see  large  projects  which 
don't  happen.  We  now  have  environmental  approval;  we  have 
environmental  approval  with  extensive  scrutiny  given  to  the  issue 
of  whether  the  entire  project  is  needed.  The  answer  is  yes.  It 
just  doesn't  work  with  one  piece  or  the  other.  That  environmental 
issue  is  now  behind  us.  In  order  to  proceed  with  the  project,  we 
are  making  some  minor  design  modifications,  in  the  context  of 
environmental  law,  which  fit  well  within  the  words  of  the  statute 
which  does  permit  us  to  design  refinements  consistent  with 
federal  law.  That  is  the  subject  which  is  pending  further  federal 
review,  as  Jim  Walsh  indicated.  But,  we  do  have  environmental 
approval  on  the  combined  project.  It  is  now  one  project. 

With  that  introduction,  I  would  like  to  call  on  Bill  Twomey. 
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William  V.  Twomey,  Project  Director,  Central  Artery/Third  Harbor 
Tunnel  project. 

Twomey  -  Before  I  start  the  slide  show,  I'd  like  to  touch  on  a 
couple  of  things  Jim  Walsh  said  this  morning  because  they 
were,  in  fact,  new  pieces  of  information  to  me  and  pieces  of 
information  I  find  very  encouraging.  The  first  one  that  he  said 
was  that  the  state  is  probably  going  to  be  able  to  convince  FHWA 
that  most  of  the  $685  million  in  cost  that  were  questioned  by 
FHWA  last  November,  are  going  to  be  eligible  for  federal 
Interstate  funds.  That's  a  good  piece  of  news  that  we  haven't 
heard  before. 

The  other  good  piece  of  news  I  heard  in  Jim's  presentation  was 
that  he's  backing  away  from  an  absolute  "no"  on  Bridge 
Reconstruction  funds.  Before,  when  we  approach  Federal  Highway  on 
Bridge  Reconstruction  money,  they  had  been  less  likely  to  make  a 
statement  like  Jim  has  made  today.  He  said  that  the  state  will  be 
allowed  to  try  and  make  a  case  for  Bridge  reconstruction  money, 
and  may  well  be  able  to  do  so. 

Any  discussion  of  funding  for  the  CA/THT  project  has  to  begin 
with  what  happened  in  Congress  on  April  2,  1987.  This  is  a 
headline  from  the  Boston  Herald,  dated  April  3,  1987.  In  the 
typical  Herald  understated  way,  it  talks  about  what  happened  in 
the  U.S.  Senate  the  day  before.  On  that  day  the  U.S.  Senate 
overrode  the  veto  of  President  Reagan  by  one  vote  and  made  clear 
the  eligibility  of  the  CA/THT  project. 

What  you  see  on  the  screen  now  is  a  stick  diagram  of  the 
alignment  of  the  CA/THT.  All  of  the  elements  in  blue  are  eligible 
for  Interstate  Completion  funding.  The  other  part  in  yellow  are 
eligible,  the  piece  from  High  to  Causeway  Street,  is  eligible  for 
several  other  categories  of  federal  money. 

The  importance  of  Interstate  Completion  funds  for  this  project 
probably  cannot  be  overstated.  As  Jim  Walsh  has  said,  they  are 
based  upon  the  cost  of  completion  of  project.  In  other  words,  as 
the  project  continues  to  progress,  through  design  and 
development,  the  amount  that  lp  available  the  Massachusetts  will 
continue  to  grow.  Secondly,  if  you  have  a  lot  of  Interstate 
projects,  it  develops  a  very,  very,  large  amounts  of  money  coming 
into  the  state.  This  October  1st,  and  the  following  October  1st,' 
we  are  estimated  to  receive  some  $800  million  for  the  Interstate 
construction  portion  of  this  project.  Jim  mentioned  this  morning 
that  the  figure  was  $900  million  .  .  .  another  piece  of  good 


news. 


We  get  to  do  a  new  Interstate  cost  estimate  on  this  project  next 
year.  You  might  recall  that  last  year  we  submitted  an  Interstate 
Cost  estimate  to  FHWA  at  $4.4  billion.  In  1991,  we  do  another 
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cost  estimate  which  then  will  be  submitted  to  FHWA.  The 
importance  of  doing  another  Interstate  cost  estimate  is  that  it 
gives  us  the  ability  to  recapture  inflation  on  the  cost  of  the 
increase  from  1987  and  1989  Interstate  cost  estimates. 

I  would  briefly  like  to  run  through  the  physical  aspects  of  the 
projects  that  are  eligible  for  Interstate  Completion  funds,  then 
talk  about  other  categories.  This  [slide]  is  East  Boston  Memorial 
Park.  All  the  costs  associated  with  the  East  Boston  portion  of 
this  project  are  eligible  for  Interstate  Completion  funds  .  .  . 
The  road  will  then  travel  primarily  in  tunnel  across  South 
Boston,  the  Seaport  access  road,  right  next  to  the  Third  Harbor 
Tunnel  and  the  new  1-90.  This  is  entirely  eligible  for  Interstate 
completion  funds.  The  Seaport  Access  road  will  hook  up  with  the 
Massachusetts  Turnpike,  the  Southeast  Expressway,  the  Central 
Artery,  and  the  new  interchange  (1-90,  1-93) .  All  are  eligible 
for  Interstate  completion  funds. 

This  is  a  slide  taken  from  a  pedestrian  bridge  that  crosses  the 
Southeastern  Expressway  on  the  Central  Artery  past  High  Street. 
This  defines  the  modern  border  of  Interstate  completion 
eligibility.  Looking  South  from  here,  at  the  depression  of  this 
section  of  road —  reconstruction  or  whatever  is  necessary--all  of 
this  is  related  to  the  1-90,  1-93  interchanges.  They  are  eligible 
for  Interstate  completion  funds.  Skipping  over  High  to  Causeway 
Street — the  northern  end  of  the  project—everything  north  of 
Causeway  Street  is  also  eligible  for  Interstate  completion 
funding  .  .  .  both  for  the  CANA  project  and  on  the  Central  Artery 
portion  of  the  project. 

That  leaves  us  with  High  to  Causeway  Street.  First,  let's  look  at 
its  physical  nature.  We  took  this  slide  to  try  to  support  our 
position  that  this  particular  piece  of  work  is  eligible  for 
Interstate  Completion  Funds.  You  can  see  from  this  slide  that  it 
carries  six  lanes  of  highway,  over  several  city  streets  and  other 
things  that  need  to  be  overcast  by  it.  There  was  talk  earlier 
about  the  condition  of  the  Central  Artery.  The  Central  Artery  is 
structurally  sound.  But  it  is  also  35  years  old.  It  needs  some 
help. 

The  state  has  identified  four  types  of  federal  funds  that  we 
would  like  to  see  available  for  our  use  on  the  High  to  Causeway 
Street  portion  of  this  project.  This  is  not  an  exhaustive  like  of 
funds  that  are  available  because,  as  Jim  mentioned,  certain 
Primary  funds  and  Urban  System  funds,  are  also  available  for  this 
type  of  work. 

Four  funds  that  we've  identified  as  feasible  pieces  of  this 
project,  at  this  point  in  time,  are?  (1)  Interstate 
Reconstruction  funds,  (2)  Interstate  Reconstruction  Discretionary 
funds,  (3)  Interstate  Transfer  funds,  and  (4)  Bridge  Replacement 
Discretionary  funds. 
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Interstate  Reconstruction  funds  come  to  Massachusetts  on  an 
apportionment  basis.  Every  year  we  get  some  $30  million  per  year 
in  Interstate  Reconstruction  funds  from  the  federal  government. 
To  do  so,  we  have  to  contribute  a  local  share  for  our  annual 
available  of  amount  of  federal  funds  in  this  category  of  $35 
million.  There  are  3  additional  apportionments  of  this  amount  of 
money  coming  under  the  current  Surface  Transportation  Act.  The 
second  good  thing  about  this  category  is  that  most  people  who  are 
involved  in  the  Federal  Highway  Program  believe  that  the  amount 
of  money  available  for  reconstruction  in  the  1992  act — the  act 
that  funds  the  highway  program  beyond  1992 — will  increase.  That's 
a  comment  that  has  been  supported  by  the  former  Administrator  of 
FHWA.  Finally,  as  Jim  Walsh  made  reference  to  today,  High  to 
Causeway  Street  is  eligible  for  Interstate  Reconstruction  money  . 
.  .  We  have  a  letter  from  FHWA  stating  that  we  are  definitely 
eligible. 

The  second  type  of  Interstate  reconstruction  money,  that  we'd 
very  much  like  to  ask  for,  is  discretionary  funds.  There 
was  a  lot  of  talk  earlier  about  $200  million  being  available  in 
Interstate  Reconstruction  Discretionary  funds.  That's  really 
$6000  million.  It  is  $200  million  per  year.  Over  the  next  3 
years,  $600  million  will  be  distributed  nationwide  in  Interstate 
Reconstruction  Discretionary  funds.  Those  funds  are  distributed 
annually  by  FHWA.  The  criteria  for  distribution  of  those  funds 
are  very  favorable  to  the  Central  Artery  portion  of  the  project. 
They  include  such  items  as  being  a  high  volume  and  density  route 
in  an  Urban  area,  with  costs  being  in  excess  of  $100  million.  All 
the  criteria  of  the  Interstate  Reconstruction  Discretionary  funds 
are  criteria  that  the  state  fits  into  very  well  for  this 
particular  project. 

Interstate  Transfer  funds  are  another  type  of  funding  available 
to  Massachusetts.  It  is  a  smaller  amount  of  money,  $8  million  is 
available  to  Massachusetts  per  year.  Prior  to  1987,  this  money 
would  not  have  been  available  for  the  High  to  Causeway  Street 
portion.  A  change  in  the  federal  Surface  Transportation  Act  of 
1987  made  these  funds  available  to  projects  designated  by  the 
State.  We  are  now  anticipating  using  these  funds  on  this  piece  of 
the  project.  These  funds  are  85%  federal,  15%  state. 

Finally,  there  is  Bridge  Replacement  Discretionary  funds.  These 
funds  are  made  available  annually.  There  is  $225  million 
available.  Again,  for  the  next  3  years,  there  will  be  $675 
million  distributed  around  the  country  to  states  that  have  Bridge 
Replacement  Discretionary  applications  into  FHWA.  The  good  thing 
about  Bridge  Replacement  Discretionary  funds  is  that  they  do  no 
affect  public  safety.  These  are  monies  that  come  into  the  state, 
on  top  of  regular  apportionment  funds  for  bridges.  They  are 
specifically  for  a  project  that  needs  more  funding.  They  don't 
compete  with  bridge  funds  or  reconstruction  of  bridges  all  over 
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the  Commonwealth.  It  is  additional  money,  over  and  above  what  the 
state  has  on  an  annual  apportionment  basis . 

Because  our  strategy  does  to  some  degree  rely  on  accessing 
Discretionary  funds  from  FHWA,  we're  looking  aggressively  at  what 
states  have  secured  Discretionary  money.  Here  you  see  a  list  of 
the  top  10  states  that  have,  over  the  past  several  years,  drawn 
down  the  most  Discretionary  funds.  Illinois,  the  leader  on  the 
list,  in  the  last  2  years  alone,  has  gained  access  to  $100 
million  in  Interstate  Reconstruction  Discretionary  funds.  That's 
because  they  were  aggressive  as  a  state.  They  were  there  with  a 
project  ready  to  go.  They  had  it  designed.  They  supplied  their 
information  and  they  were  rewarded  with  Discretionary  funds. 
Dropping  down  to  the  bottom  of  the  list,  we  find  the  state  of 
Washington.  Washington  has  a  project  which  is  very  similar  to  the 
Central  Artery  project  .  .  .  There  were  a  lot  of  similar  issues 
with  that  project  on  eligibility  of  certain  parts  of  the  project. 
Washington  was  able  to  access  Discretionary  money  and  fund  some 
of  the  elements  in  the  project  with  did  not  fall  under  Interstate 
Completion  activity. 

The  next  2  slides  try  to  put  into  context  (1)  how  much  money  we 
are  really  going  to  need  over  the  life  of  the  existing  Surface 
Transportation  Act  and  (2)  how  much  money  is  available  to  us  meet 
this  need.  This  particular  slide  is  only  the  Interstate 
Completion  part.  We  believe,  based  upon  our  current  construction 
schedule,  that  we  will  need  $2.3  billion  in  federal  Interstate 
Completion  funds  by  the  end  of  fiscal  year  1993.  As  you  can  see, 
and  again  I  was  encouraged  by  Jim's  [Walsh]  comments,  through 
fiscal  year  1993  we  will  have  available  to  us  some  $2.4  billion, 
or  about  $100  million  more  of  Interstate  Completion  money  than  we 
will  need.  One  of  the  key  provisions  of  the  Surface 
Transportation  Systems  Act  is  that  once  these  funds  are  received 
by  Massachusetts,  they  are  available  until  we  spend  it.  It  used 
to  be  that  if  we  didn't  spend  the  money  in  a  one  year  or  two  year 
period,  it  would  go  back  to  FHWA,  put  into  a  Discretionary  pool, 
and  then  be  allocated  among  other  states.  That  stops  with  the 
allocations  that  will  be  made  this  October  1,  1989.  The  money 
that's  represented  by  this  orange  bar  ($2.4  billion)  is  for 
Massachusetts  and  is  available  until  spent,  on  things  other  than 
the  Central  Artery  portion,  and  is  very,  very  secure. 

This  graph  represents  High  to  Causeway  Street.  The  last  graph 
talked  about  funding  through  federal  fiscal  year  1993.  This  graph 
talks  about  funding  through  federal  fiscal  year  1991-1992.  That's 
because  the  Surface  Transportation  Systems  Act  has  different 
periods  of  time  for  Interstate  Construction,  Reconstruction,  and 
other  categories  of  funds.  Interstate  Reconstruction  funds  are 
funded  through  federal  fiscal  year  1992.  All  other  categories  end 
in  federal  fiscal  year  1991.  Through  federal  fiscal  year  1992, 
based  upon  our  current  construction  schedule,  we  need  to  draw 
down  an  obligation  of  federal  funds  for  High  to  Causeway  Street 
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of  $207  million.  Various  other  lines  on  this  graph  show  you 
what's  in  it  for  us.  The  one  immediately  above  the  $207  million 
line  is  the  amount  of  Interstate  Reconstruction  funds  we  have 
available  to  Massachusetts  for  this  project  and  other  projects 
under  the  1987  Surface  Transportation  Act.  $162  million  is  made 
up  of  three  times  $35  million  plus  the  current  balance  .  .  . 
Going  up,  to  the  green  bar,  what  you  see  here  is  a  3rd  amount  of 
Interstate  Reconstruction  Discretionary  funds.  Again,  it  is  $200 
million  per  year,  distributed  by  FHWA.  Above  that  is  Bridge 
Discretionary  funds.  This  is  $225  million  per  year  over  the  life 
of  the  1987  Surface  Transportation  Act.  We  do  have  other 
categories  of  funds.  They  are  Interstate  Transfer,  Primary,  Urban 
Systems,  etc. 

Our  best  strategy,  we  think,  for  funding  High  to  Causeway  Street, 
is  to  be  aggressive  in  trying  to  get  Interstate  Reconstruction 
Discretionary  funds.  Other  states  have  done  this  and  they've  done 
it  successfully.  From  the  point  of  view  of  the  Commonwealth,  we 
think  that's  the  best  way  to  go  one  this  particular  portion  of 
the  project. 

I'd  like  to  talk  for  a  couple  of  minutes  on  the  state  share  and 
try  to  put  it  in  context  with  the  state's  overall  transportation 
system.  Based  on  1987  state  cost  estimates,  the  state  share  of 
this  project  is  $443  million.  That  averages  $44  million  in  bonds 
over  a  10  year  period.  If  the  bonds  are  sold  as  they  typically 
are--for  25-30  years  at  7-8%  interest — -it  would  come  to  somewhere 
in  the  vicinity  of  $25  million  a  year.  For  a  period  of  time, 
while  we  are  doing  the  construction,  at  $25  million  a  year  we  can 
carry  of  $4.4  billion  construction  project.  In  the  context  of  the 
statewide  program,  you  can  see  that  the  $44  million  in  state 
bonds  that  would  be  required  to  keep  the  CA/THT  project  moving  is 
roughly  7%  of  the  entire  statewide  total  that  was  allocated  to 
capital  spending  in  the  last  Transportation  Bond  Issue.  $675 
million  represents  the  total  of  DPW,  local  aid,  and  other  capital 
expenditure  for  highways  and  transit  in  Massachusetts  designated 
in  the  1987  Bond  issue. 

Finally,  I  thought  it  would  be  good  to  end  with  a  couple  of 
quotes,  though  this  one  has  already  been  verified  by  Jim  Walsh 
this  morning.  This  is  a  letter  which  went  to  the  Chamber  of 
Commerce,  dated  last  April,  asking  what  is  the  eligibility  for 
the  CA/THT.  Here  you  can  see,  from  the  Director  of  the  program  at 
that  time  at  FHWA,  a  section  which  literally  states  that  both 
projects,  in  this  case  the  Central  Artery  and  the  Third  Harbor 
Tunnel,  are  eligible  for  federal  funding  .  .  . 

Q.  Moor©  -  Bill,  you  indicated  in  one  of  the  slides  that  7%  of 
all  that  was  authorized  in  the  last  Transportation  Bond  issue 
would  be  attributed  to  the  Central  Artery.  What  would  the 
breakdown  be  in  terms  of  what's  being  spent?  We've  discovered  in 
our  review  of  all  the  State  s  capital  projects  that  there  is  a 
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big  difference  between  what's  been  authorized  and  what's  being 
expended.  If  you  use  the  actual  cap  that  currently  is  in  place, 
it  would  appear  to  be  more  like  2  5%. 

A.  Twomey  -  It  is  clearly  true  that  if  the  state's  expenditures 
are  capped,  then  it  would  be  a  larger  percent  of  the  total.  The 
numbers  that  we  took  from  the  Transportation  Bond  Issue  were 
actually  authorizations  for  highway  and  transit  expenditures, 
addition,  I  should  mention  that  the  1987  Transportation  Bond 
Issue  did  contain  $815  million  for  Interstate  projects.  About 
one-fifth  of  the  cost  of  the  CA/THT  project.  Most  of  the  money  in 
the  1987  Transportation  Bond  Issue  will  go  to  the  CA/THT  project. 
The  $815  million  is  broken  up  to  $81.5  million  in  state  bonds  and 
the  balance  in  anticipated  federal  funds.  So,  you  can  see  that 
$44  million  figure  is  pretty  close  to  what  happened  in  the  1987 
Transportation  Bond  Issue.  I  think  this  demonstrates  that  the 
state  is  already  funding  the  CA/THT  project  through  its 
traditional  method  o~  state  transportation  bond  issues.  To  answer 
your  question  directly,  any  reduction  in  overall  state 
expenditures  would  certainly  change  this  percentage. 

Q.  Moore  -  What  if  the  gas  tax  passed?  What  if  the  percentage  of 
that  tax  (which  would  be  available  to  the  CA/THT  project)  is 
limited  to  10%  of  the  revenues.  Your  at  7%  of  authorized  debt. 
The  proposed  gas  tax  could  give  you  potentially  a  40-50% 
increase.  What  if  the  Legislature  suggested  that  of  the  actual 
money  coming  in  to  be  expended  for  highways,  the  amount  that 
could  be  expended  on  CA?THT  be  limited  to  10%,  or  some  other 
percentage? 

A.  Twomey  -  I  can  think  of  one  reason  why  that  would  be 
problematic,  though  overall  I  think  it  could  work  out.  I  think 
that  over  the  course  of  the  decade,  it  would  be  an  acceptable 
number,  but  we  are  going  to  be  up  and  down  with  cash  flow 
demands.  As  a  matter  of  fact,  in  the  middle  of  the  project  we 
will  be  drawing  down  substantially  more  than  1  years  worth  of 
authorization  of  federal  funds.  In  a  given  year,  we  may  be 
spending  $1  billion  instead  of  $520  million.  We'll  not  be  able  to 
access  the  local  share  because  a  restriction  of  the  amount  of 
money  provided  would  cause  us  delays  in  construction  activity, 
etc. 

Q.  Moore  -  Doesn't  that  get  to  the  heart,  though,  of  the  concerns 
that  are  expressed  in  other  parts  of  the  state — that  their 
projects  will  suffer  during  certain  peak  years  of  the  CA/THT 
project?  The  bulk  of  funding  would  be  used  to  match  federal  money 
for  this  project. 

A.  Twomey  -  I  concur  100%  with  Jane  Garvey,  who  made  a  good  point 
that  it  would  be  foolish  for  us,  at  a  state  level,  to  try  to  shut 
down  other  projects  around  the  state  to  fund  the  Central  Artery. 
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We  need  to  continue  with  statewide  support  for  the  highway 
program.  We  need  to  make  those  assurances,  and  meet  those 
assurances,  once  the  revenue  base  is  sufficient  to  handle  it. 
There  is  no  intention  of  not  funding  other  projects  around  the 
state  so  the  Central  Artery  can  go  forward. 

Q.  Moore  -  The  problem  is  that  we  have  no  assurances  beyond  the 
next  18  months  that  either  the  Secretary  or  Commissioner  will  be 
there  to  continue  that  policy.  That  policy  could  change. 

A.  Twomey  -  I  certainly  understand  your  position  but  from  my 
position,  as  one  who  has  to  manage  this  project,  a  restriction  on 
when  you  can  draw  down  your  state  share  of  a  90%  federally  funded 
project  could  cause  some  problems. 

Q.  Moore  -  I  suppose  the  other  option  could  be  if  you  said  on 
average,  over  the  life  of  the  bond  issue,  no  more  than  10%  a 
year,  so  It  could  be  a  higher  percentage  for  a  given  year. 

A.  Twomey  -  I  would  be  happy  to  sit  down  with  you  and  go  through 
some  of  our  cash-flow  analysis.  It  talks  about  how  much 
Interstate  completion  will  capture  in  one  year,  etc.  I  think  that 
is  what  you  need  to  look  at  when  you  start  setting  up  cash-flow 
criteria. 

Q.  Moore  -  Of  the  series  of  slides,  the  only  one  I  noticed  on 
Bridge  Discretionary  funding  had  a  specific  comment  that  it 
wouldn't  affect  other  projects  in  the  state.  By  implication,  are 
there  other  projects  in  the  state  that  are  eligible  for 
Interstate  or  Interstate  Discretionary  funding? 

A.  Twomey  -  All  Discretionary  grants  come  to  the  state  in 
addition  to  the  annual  authorizations  that  are  made  available  to 
the  state.  This  would  not  be  in  competition  with  other  projects 
around  the  state. 

Q.  Moore  -  Are  there  other  projects  in  the  state  .  .  .  and  maybe 
Commissioner  Garvey  might  be  better  able  to  answer  this  .  .  .over 
the  next  five  to  ten  year  period  that  would  be  eligible  for  us  to 
apply  for  those  funds.  So,  in  effect,  in  our  application  we  would 
be  competing  for  the  available  pot  of  federal  money. 

A.  Twomey  -  I  think  in  the  Interstate  Reconstruction  category  the 
answer  is  no.  We  have  a  five  year  federal  aid  program  which  lists 
all  of  our  needs  in  Interstate  Reconstruction.  All  of  those  needs 
are  taken  into  account  in  this  document  and  we  are  programming 
Interstate  Reconstruction  money  for  those  activities.  Senator 
Doris,  a  little  while  ago,  talked  about  the  highway  system  in  New 
York.  There  is  a  real  need  there,  as  well  as  in  Connecticut.  In 
Massachusetts,  we  made  a  concerted  effort  to  keep  our  Interstate 
system  up  to  snuff.  We  expend  all  the  Interstate  Reconstruction 
money  we  receive.  It's  in  very  good  shape  across  the  state.  We 
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have  a  program  for  future  Interstate  Reconstruction  projects  that 

we  feel  we  need  to  do  to  keep  it  in  good  shape.  We  also  have  a 

program  based  around  by  our  money  for  the  CA/THT  project.  We  can 
do  both  without  hurting  projects  around  the  state. 

Q.  Moore  -  Is  the  $4.4  billion  figure  1987  dollars  or  1989 
dollars? 

A.  Twomey  -  It  is  the  1989  Interstate  cost  estimate  based  upon 
costs  that  were  generated  in  1987  and  1988.  I'd  say  mid-1988 
would  be  a  good  guess. 

Q.  Moor©  -  of  the  $2.4  billion  that  will  be  available  to  1993, 
you  expect  to  expend  $2.3  billion.  You  have  a  $100  million  extra. 
Will  that  be  enough  to  absorb  the  cost  of  inflation? 

A.  Twomey  -  That's  the  beauty  of  the  Interstate  Completion 
account.  Next  year  we  get  to  do  another  Interstate  cost  estimate. 
That's  how  we  account  for  inflation,  construction  costs,  real 
estate  costs,  and  design  costs.  What  we  are  trying  to  do  this 
year  is  devise  a  real  estate  plan  because  that's  the  fastest 
depreciating  part.  We  are  moving  aggressively  to  buy  real  estate 
throughout  the  project.  We  recently  bought  a  parcel  of 
land — parcel  7--which  is  in  the  High  to  Causeway  Street  area.  We 
purchased  it  with  Interstate  Reconstruction  money  and  that  land 
is  now  in  our  hands.  It  is  something  we  won't  have  to  build  into 
our  future  cost  estimates.  The  $100  million,  from  my  point  of 
view,  is  there  in  case  we  get  into  a  situation  like  what  happened 
with  the  last  Surface  Transportation  Systems  Act,  where  there  was 
a  period  of  time  when  the  old  law  expired  and  the  new  law  had  yet 
to  take  place.  That  $100  million  will  give  us  flexibility  to 
continue  in  that  period  of  time  if  it  should  happen  again.  We 
hope  it  won't  happen. 

Q.  Moore  -  In  your  financial  analysis,  have  you  come  up  with  any 
estimates  on  revenues  from  the  sale  of  air  rights  from  the  High 
to  Causeway  Street  section?  Have  you  a  figure  on  the  expected  net 
increase  in  revenue  from  the  tunnel  which  could  be  used  for  the 
project,  especially  since  traffic  will  decrease  in  the  existing 
tunnels? 

A.  Twomey  -  There  will  most  likely  be  a  toll  on  the  Third  Harbor 
Tunnel.  Again,  the  tunnel  is  on  line  later  in  the  project  so  it's 
not  something  we  are  counting  on  for  funding  the  local  share. 
Upon  completion  of  the  tunnel,  there  will  be  some  reduction  in 
traffic  in  the  Sumner  and  Callahan  tunnels,  but  the  overall 
harbor  crossing  will  continue  to  grow. 

Q.  Moor®  -  Have  you  been  studying  increasing  the  tolls  on  the 
Turnpike  to  compensate  for  the  project. 
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A.  Twomey  -  No.  The  Turnpike  Authority  has  needs  of  their  own 
that  are  being  studied.  The  Turnpike  Authority  has  been  looked  at 
as  the  eventual  operating  facility.  There  is  no  study  or 
discussion  about  raising  the  tolls  on  the  Turnpike  to  pay  for  the 

project. 

Q.  Doris  -  You  are  looking  at  the  Massachusetts  Turnpike  * 

Authority  as  the  eventual  operating  authority? 

A.  Twomey  -  There  are  at  least  3  options  for  an  eventu*1 
operating  authority;  the  Mass  Turnpike  Authority^ v 
DPW.     ^nk  the  Legislature  asked  us  to  loo^e   " 
ever         ^or.  Each  has  benefits  , 
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Massachusetts  Turnpike  Authority  are  directly  aueutcu  ~^  ~»._   -^ 
project.  The  Turnpike  will  have  a  new  extension  of  the  Mass 
Turnpike  over  the  Logan  Airport.  Logan  Airport  is  certainly 
affected  by  the  1-90  tunnel  coming  up  to  the  airport  and  the 
reconfiguration  of  their  airline  terminal  area.  We  have  take  a 
cooperative  and  proactive  approach  with  both  of  those  Authorities 
in  the  planning  process.  We  want  them  involved  early  so  we  know 
what  the  impacts  are,  so  we  can  plan  on  dealing  with  them. 

Q.  Kirby  -  I  don't  want  to  exceed  the  scope  of  what  Mr.  Twomey  is 
hear  to  testify  about,  and  if  I  do  please  let  me  know.  I  think 
one  of  the  fundamental  reasons  for  depressing  the  Artery  is 
because  the  present  overhead  decks  are  deteriorating.  We  want  to 
be  able  to  use  them  while  something  is  being  built.  What's  the 
present  status  of  those  decks?  How  long  can  they  hold  out?  What's 
going  to  happen  if  they  start  falling  out? 

A.  Twomey  -  The  Central  Artery  is  structurally  sound.  It  is  also 
3  5  years  old  which  give  you  an  indication  that  within  the  next 
decade  it  will  have  to  be  rebuild  or  replaced  if  It's  not 
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replaced  underground.  When  we  were  talking  this  morning  about 
Bridge  Reconstruction  funding,  Jim  Walsh  of  FHWA  said  basically 
the  same  thing  that  I  just  said.  The  structure  itself  is  fine  but 
the  deck  is  getting  pretty  close  to  replacing.  A  deck  replacement 
on  an  elevated  highway  is  a  tremendous  nightmare.  For  all  of  my 
money,  I  would  rather  be  trying  to  find  the  best  way  to  put  this 
underground  than  trying  to  rebuild  it. 

Q.  Kirby  -  I  recognize  that  as  one  of  the  basic  reasons  for 
depressing  it.  I'm  thinking,  however,  that  it  is  going  to  take 
ten  years  to  do  it.  I  was  wondering  how  the  progress  was  going 
with  those  decks? 

A.  Twomey  -  To  the  best  of  my  knowledge,  the  Central  Artery  decks 
are  capable  of  sustaining  traffic  through  the  life  of  the 
project.  At  some  point,  if  something  happened,  those  decks  would 
have  to  be  replaced.  That's  a  tremendous  cost  in  traffic  and 
dollars.  It  is  not  cheap  to  reconstruct  a  mile-long  bridge. 

A.  Salvueei  -  I  like  to  briefly  summarize  one  point.  We've  been 
approaching  this  project  with  some  principles  .  .  .  principles 
that  are  applied  over  time.  You've  asked  the  Commissioner  a 
question  about  use  of  employees  on  this  job.  There  was  a  time 
that  when  we  believed  that  they  would  have  to  go  to  an  outside 
management  consultant  to  do  the  construction  of  CANA.  The 
Commissioner  reached  the  judgement  that  the  Department  could 
handle  the  construction  of  CANA  based  on  the  very  good  job  DPW 
did  on  the  Southeast  Express  reconstruction.  I  think  that  is 
example  of  making  judgments  based  on  facts  rather  than  some 
peoples  notions  of  what  the  Department  can  or  can't  do. 

There  was  a  question  about  the  funding  fitting  into  the  pattern 
of  every  two  to  three  year  Transportation  Bond  Issue.  I  think  the 
Legislature  will  be  able  to  make  those  judgments,  with  the 
Administration,  as  we  go  as  to  whether  they  will  continue  to  go 
to  a  special  obligation  bonds  as  opposed  to  the  gas  tax  .  .  . 

I  think  that  its  good  that  you're  paying  a  lot  of  attention  to 
this.  I  will  propose  a  point  of  view  that  I  will  urge  you  to 
review*  The  primary  issue  facing  us  statewide  is  not  the 
availability  of  federal  money  for  projects  in  the  rest  of  state. 
Our  traditional  problem  is  spending  the  money,  not  getting  the 
money.  The  problem  is  getting  the  projects  done.  I  don't  believe 
there  is  a  real  problem  with  loss  of  resources.  The  lion  share  of 
this  project,  the  90%  which  is  Interstate  Completion,  are  funds 
that  which  simply  don't  come  to  Massachusetts  if  we  don't  do  this 
project.  They  go  to  California  or  somewhere  else.  The  Interstate 
Reconstruction  Discretionary  funds,  which  we  believe  we  should  be 
able  to  gain  a  fair  share  of  if  we  are  aggressive.  Those  funds 
are  not  eligible  for  other  projects.  So,  we  have  a  strategy 
designed  to  keep  the  current  status,  the  Boston  projects, 
relative  to  the  future.  Things  which  limit  our  ability  to  deliver 
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statewide  are  (1)  getting  through  the  environmental  permitting 
process,  and  (2)  getting  the  gas  tax  so  we  can  pay  the  bills.  I 
think  those  are  the  things  we  should  work  on. 

The  biggest  thing  on  this  project,  like  any  other  project,  is 
inflation.  Delay  causes  inflation.  Whether  it's  this  project,  or 
a  bridge  is  western  Massachusetts,  if  we  can't  advertise  a 
project  for  a  year,  then  it  is  pure  waste.  For  that  reason,  we 
have  spent  a  lot  of  time  listening  to  people's  concerns  and  are 
now  keeping  the  project  moving  through  the  environmental 
permitting  process.  We  must  avoid  paying  the  most  wasteful  tax  of 
all,  which  is  the  tax  of  inflation.  That's  a  tax  which, 
unfortunately  we  are  now  paying  all  over  the  state  on  those 
millions  of  dollars  worth  of  projects  that  are  ready  to  go  .  ..  . 
because  we  don  t  have  a  gas  tax. 

Q.  Moore  -  Mr.  Secretary,  regarding  the  effort  to  solicit  Bridge 
Reconstruction  Discretionary  funding,  will  that  in  any  way 
jeopardize  our  need  to  deal  with  the  near-half  of  the  state's 
bridges  that  need  repair. 

A.  Salvucci  -  No,  let  me  be  clear.  We  want  that  on  the  table,  but 
our  primary  strategy  is  to  get  the  Interstate  Reconstruction 
Discretionary  Funds,  because  those  are  90-10,  and  Bridge 
Replacement,  which  are  80-20.  We  have  not,  as  a  primary  target, 
looked  at  Primary  funds.  Primary  funds  are  the  funds  we  believe 
ought  to  go  statewide.  Again,  our  biggest  enemy  is  delay  .  .  . 
This  is  not  a  situation  where  the  Western  Massachusetts  interest 
is  against  Eastern  Massachusetts  interest.  The  better  job  we  can 
do  getting  Route  57  or  Route  146  into  construction,  using  those 
Primary  funds  and  drawing  them  down,  the  better  our  strategy  to 
gain  I-R  Discretionary  funds.  The  two  most  successful  states  in 
getting  Discretionary  funds  were  Illinois  and  Pennsylvania.  Maybe 
it's  pure  accident,  but  the  Secretary  of  Transportation,  in 
Washington,  is  from  Illinois,  and  the  Federal  Highway 
Administrator  is  from  Pennsylvania.  These  are  people  who  know 
what  these  funds  are  all  about  and  they've  used  them  very  well 
for  their  states.  There  are  no  guarantees,  but  we  have  an 
excellent  case  on  merits  and  we  have  people  in  Washington  who 
understand  exactly  how  the  program  is  supposed  to  work. 

Q.  Kirby  -  How  do  you  see  foresee  the  financing  of  the  project  as 
affecting  the  restoration  of  the  Old  Colony  Railroad.  A.  Salvucci 
-  It  is  a  totally  separate  issue  except  we  hope  that  the 
combination  of  a  bi-partisan  effort  with  good  Republicans  and 
Democrats  working  together  will  continue  to  be  successful  on  Old 
Colony  and  this  project  .  .  . 


73 


Harold  Hestnes,  Chairman,  The  Greater  Boston  Coordinating 
Committee 

Hestnes  -  Thank  you  Mr.  Chairmen.  I  also  appear  for  the  Greater 
Boston  Chamber  of  Commerce.  I  like  to  say  at  the  outset  that 
there  is  need  for  an  increase  in  the  gas  tax.  As  much  as  we 
oppose  an  increase  in  other  taxes  for  general  revenue  needs  of 
the  Commonwealth,  there  is  nothing  clearer  on  the  benefits  of 
this  tax.  Those  who  use  pay  and  they  pay  through  the  gas  tax.  I 
was  shocked  to  see  that  over  the  past  8  years  there  has  been  a 
deficient  in  the  Highway  Trust  Fund.  In  FY  89,  the  Legislature 
appropriated  $167  million  in  General  Fund  revenue  to  support  the 
Highway  Trust  Fund.  I  think  we  should  get  back  to  the  principles 
of  old.  I  think  that  would  require  that  which  no  body  wishes  to 
talk  about,  which  is  a  substantial  increase  in  the  gas  tax.  I 
would  suggest  that  the  Governor's  proposal  of  10  cents  is 
reasonable. 

I  have  an  identification  with  the  downtown  business  community  but 
I  want  to  know  and  to  recognize  that  there  is  a  part  of  the  state 
west  of  Dedham.  We  are  very  concerned  about  the  need  for 
infrastructure  in  those  area.  In  the  early  sixties,  I  remember 
hearing  about  the  Pittsfield  bypass.  I  don't  get  out  there  very 
often  but  I  understand  it  has  been  built.  There's  Route  146  in 
the  Worcester  area;  there's  Route  44,  there's  increasing  capacity 
on  route  3  North.  You  put  all  these  together  .  .  .  including  the 
Third  Harbor  Tunnel's  state  share  and  the  unfunded  portion  of  the 
Central  Artery  .  .  .  the  need  to  increase  our  revenue  to  the 
Highway  Trust  Fund  becomes  obvious.  When  you  look  at  these  long 
range  infrastructure  projects,  in  terms  of  finance  and  the 
appropriate  interest  rates,  the  gas  tax  is  certainly  a  necessity. 
I  think  a  question  was  addressed  to  Mr.  Twomey  as  to  when  do  we 
need  this  funds  in  hand.  Well,  for  many  reasons,  we  need  these 
funds  to  be  visible  and  reasonably  certain  to  attract  the  right 
type  of  competition  for  bidding.  We  need  that  sense  of  security. 
We  also  do  not  need  the  State  Legislature  limit  funds  from 
Authorities.  Obviously,  one  of  the  safety  valves  here  is  the  use 
of  Turnpike  Authority  revenue  bonding  to  meet  any  deficiencies 
not  funded  by  FHWA.  That  flexibility  must  be  preserved  at  all 
costs.  The  thought  of  taking  those  funds  and  using  them  to  man 
snowplows  around  the  countryside  is  justifiable,  but  I  think  the 
majority  of  those  funds  should  be  used  for  some  purposed  other 
than  the  dedicated  purpose  of  that  authority. 

We  sincerely  hope  that  this  legislature  will  address  the  solvency 
of  the  Highway  Trust  Funds;  that  you  will  see  to  increasing  the 
gas  tax  to  the  level  suggested  by  the  Governor.  I  do  not  think 
that  will  place  us  at  a  competitive  disadvantage  with  our 
neighboring  states.  We'd  still  be  below  Connecticut  and  about 
equal  to  New  Hampshire.  We  need  investment.  Our  economy  is  not 
distressed,  but  one  of  things  we  need  to  do  is  cure  the  price  of 
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success.  That  is  choked  highways,  bridges,  and  Tunnels.  There  is 
a  cost  to  that  cure. 

Q.  Doris  -  Politically,  it  is  not  the  ideal  year  to  speak  of 
taxes.  There  are  days  when  we  are  willing  to  put  it  on  the  line 
for  the  gas  tax,  provided  it  is  dedicated,  but  then  the  next  day 
we  hear  from  the  Secretary  of  Administration  &  Finance  that  it 
will  go  back  into  the  General  Fund.  Therein  lies  the  biggest 
problem  with  support  for  the  gas  tax.  In  the  past  year  and  a 
half,  I  think  Legislators  are  starting  to  come  up  front,  but 
there  is  still  that  concern — that  the  gas  tax  will  be  diverted. 
If  we  can  get  enough  people  to  say  that  any  increase  in  the  gas 
tax  should  be  dedicated  to  fixing  roads  and  bridges,  then  I  don't 
think  we'll  have  a  problem  with  passing  a  gas  tax. 

A.  Hestnes  -  Senator,  I'm  prepared  to  assist  in  that.  I  think 
there  is  some  honest  confusion.  I  will  say  that  there  is  a 
fairness  in  what  Secretary  Lashman  has  suggested,  but  I  think 
politically  it  is  infallible.  The  fact  that  General  Revenues  have 
been  used  for  the  Highway  Trust  Fund  suggest  that  the  highway 
trust  fund  ought  to  pay  something  back  to  the  General  Fund.  Quite 
Frankly,  I  support  that  intellectually.  I'm  afraid  it  is  not  a 
salable  message  when  we  have  the  barest  of  chances  in  getting 
this  dedicated  tax  through.  We  have  to  recognize  this 
overwhelming  opposition  to  new  taxes. 

Q.  Doris  -  Absolutely  ...  It  does  become  a  political  question. 

A.  Hestnes  -  I  think  that  once  we  put  the  budget  to  rest,  then  we 
can  address  this  independent  question  of  how  we  fund  highways. 

Q.  Moore  -  Mr.  Hestnes,  following  up  on  that,  wouldn't  Secretary 
Salvucci's  suggestion  of  a  special  obligation  bond  for 
construction  projects  be  a  way  to  lock  in  gas  tax  money  for 
construction  rather  than  the  General  Fund? 

A.  Hestnes  -  I  think  it's  good.  I  have  a  sense  that  in  the 
aftermath  of  the  disillusionment  on  Wall  Street,  in  respect  to 
our  obligations,  if  you  take  that  proposition  to  the 
underwriters,  you'll  get  a  better  reading.  Over  time,  I'm  not 
sure  it  would  make  a  difference.  I  think  we  should  preserve  that 
option,  as  we  should  preserve  every  available  option  with  respect 
to  revenue  bonds  funding  versus  general  obligations.  I  think  we 
should  play  both  markets. 

Q.  Bourque  -  You  were  saying  that  if  there  is  actually  a  surplus 
for  the  Turnpike  Authority,  then  you  don't  believe  that  this 
money  should  be  used  for  snow  and  ice  in  other  areas.  Other  areas 
have  initially  paid  on  the  bond  issue.  Therefore,  if  there  is  a 
surplus  why  shouldn't  the  Turnpike  Authority  pay  snow  and  ice 
throughout  the  state  in  order  to  save  other  taxpayers  what  they 
have  invested  in  the  first  place?  I  think  if  we  paid  that  share, 
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we  are  entitled  to  that  surplus  at  this  present  time,  if  there  is 
that  surplus. 

A.  Hestnes  -  Let  me  suggest  this  representative.  I  think  in  terms 
of  fairness  to  those  who  have  paid  and  travelled  different 
segments  of  the  pike,  I  think  you  look  at  stabilizing,  reducing, 
or  eliminating  tolls.  I  live  in  Weston  and  I  drive  the  Pike  every 
day.  I  really  stand  as  a  prime  example  of  someone  driving  a 
single  car  to  downtown  Boston.  I  think  that  those  of  us  who 
travel  in  that  pattern  are  going  to  have  to  look  at  ourselves  as 
sort  of  security  fund,  both  for  the  Central  Artery  and  the  Third 
Harbor  Tunnel.  When  all  of  the  other  sources  of  revenue  do  not 
add  up  to  the  cost  of  those  projects,  I'm  not  opposed  to  an 
increase  in  toll  road  fees  starting  in  Weston  on  down.  I  agree 
that  you  should  be  given  some  credit.  However,  as  a  lawyer  I 
really  shiver  at  the  liability  issues  which  arise  when  authority 
personnel  drive  snowplows,  etc.  There  is  one  overriding  financial 
reality.  That  is  the  precedent  of  invading  authorities  if  they 
have  a  temporary  surplus.  That's  a  security  fund  in  case  the 
assumptions  don't  pan  out.  I  think,  long-term,  your  cost  of 
borrowing  through  a  revenue  bond  would  significantly  increase  if 
a  state  authority  were  to  go  in  prior  to  maturity  and  pay  off  all 
bonds  and  put  temporary  surpluses  towards  other  purposes.  I  think 
it's  dangerous.  I  think  you,  Representative,  should  be 
accommodated  in  other  ways. 

Q.  Bourque  -  To  follow  up  on  that,  I  don't  want  Mass  Pike  people 
plowing  in  another  district.  I  use  those  funds  to  pay  for 
contractors.  It  would  be  a  lot  less  to  use  contractors. 

Q.  Moore  -  Would  you  feel  the  same  way  about  the  use  of  Turnpike 
funds  for  construction  projects  on  access  to  the  Turnpike? 

A.  Hestnes  -  You've  always  got  a  gripe  line  somewhere, 
Representative.  As  long  as  it  is  seen  a  necessary  part  of  the 
whole,  you  can  make  that  argument. 

Q.  Haynes  -  Mr.  Hestnes,  you  made  reference  to  the  possibility  of 
a  dedicated  revenue  bond  .  .  .  ? 

A.  Hestnes  -  Historically,  you  like  to  avoid  the  rigidity  of 
dedicated  funds.  It  makes  your  ability  to  strike  priorities, 
change  them  from  time  to  time,  that  much  more  difficult.  It's  not 
the  best  way  to  work.  I'm  suggesting  right  now  we  might  not  have 
any  alternative.  I  think  now  to  save  our  credit  rating  and  our 
financial  creditability  we  are  going  to  have  to  look  at  a  number 
of  dedicated  sources  of  funds,  particularly  with  respect  to 
capital  projects — the  most  obvious  being  our  roads  and  sewage. 

Q.  Haynes  -  So,  what  would  be  your  recommendation  for  the  CA/THT 
project  in  regards  to  funding? 
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A.  Hestnes  -  Keep  as  many  options  open  as  is  can.  I  would  hope 
that  the  financing  might  very  well  be  split  between  G.O.  bonds 
and  other  forms  of  dedicated  revenue,  one  of  which  is  obviously 
the  Massachusetts  Turnpike  Authority. 


77 


Guy  Rosmarin,  President,  Guy  Rosmarin  Associates. 

Rosmarin  -  Thank  you  for  inviting  me  to  be  with  you  today  to  set 
forth  my  views  about  the  Central  Artery  project. 

I  do  have  a  point  of  view  of  the  project  which  differs  from 
earlier  speakers.  I  will  propose  a  series  of  recommendations  for 
your  Committee  to  consider  as  you  pursue  your  inquiry  into  the 
impact  of  the  Central  Artery  Project  upon  the  fiscal  and  social 
fabric  of  our  Commonwealth. 

On  December  31,  1985,  Governor  Dukakis  signed  into  law  the 
Transportation  Bond  issue.  Folded  into  the  language  of  the 
Transportation  Bond  Issue  was  a  selection  which  stated  that: 
The  Secretary  of  Transportation  and  Construction  is  hereby 
authorized  and  directed  to  undertake  a  study  for  the  purpose  of 
recommending  to  the  General  Court  the  method  or  methods  by  which 
the  Commonwealth  should  finance  its  share  of  the  proposed  Central 
Artery/  Third  Harbor  Tunnel  project,  so-called. 

The  General  Court  recognized  that  Congress  might  not  fund 
significant  parts  of  the  depressed  Central  Artery  Project  and, 
therefore,  wanted  to  insure  that  all  the  facts  were  on  the  table 
so  that  the  financial  implications  of  this  project  would  be 
clearly  understood  by  the  citizens  of  the  Commonwealth.  The 
General  Court's  insistence  on  this  critical  information  was 
prophetic.  On  April  2,  1987  Congress  specifically  excluded  that 
portion  of  the  Central  Artery  Project  from  High  to  Causeway 
Streets  from  the  federal  interstate  construction  program.  What 
Congress  did  on  April  2,  1987  was  authorize  federal  funding  for 
the  Third  Harbor  Tunnel  project  and  three  interchanges  in  Boston, 
but  specifically  excluded  the  depression  of  the  Central  Artery  as 
part  of  the  interstate  completion  funding. 

The  1987  federal  highway  legislation  is  very  clear,  as  is  the 
March  31,  1987  Congressional  Record  (p.  S  4270)  where  the 
following  statement  expresses  what  Congress  intended: 
The  conferees  (on  the  Highway  Bill)  agreed  that  multipurpose  four 
lane  third  harbor  tunnel  crossing  would  be  eligible  for 
interstate  construction  funds,  along  with  three  major  inter- 
changes on  the  Central  Artery.  In  exchange  for  this,  the  state  is 
responsible  to  pay  for  the  depression  of  the  Central  Artery  which 
is  currently  estimated  to  cost  over  $800  million. 

With  reference  to  the  cost  figure  of  $800  million,  I  personally 
believe  that  the  price  tag  for  the  Central  Artery  is  seriously 
understated  and  that  a  more  likely  cost  of  the  depressed  Central 
Artery  project  alone  could  be  in  the  area  of  two  billion  dollars 
as  expressed  in  1989  dollars.  Even  if  we  accept  the  state 
administration's  estimate  for  the  Artery,  the  $800  million  dollar 
price  tag  for  the  depressed  Central  Artery  when  combined  with  the 
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ten  percent  requirement  for  the  construction  of  the  Third  Harbor 
Tunnel  and  the  three  interchanges  will  cost  the  Commonwealth  in 
excess  of  $1  billion.  Unfortunately,  the  significance  of  the 
federal  government's  nonparticipation  in  funding  the  Central 
Artery  was  not  widely  realized  when  the  1987  Act  was  passed.  But 
when  the  fine  print  of  the  legislation  was  analyzed,  it  became 
clear  that  the  Commonwealth  of  Massachusetts  would  nave  to 
provide  most  of  the  funds  to  depress  the  Artery. 
Now,  years  later,  after  the  General  Court  asked  for  critical 
financial  information,  we  still  don't  know  how  the  state  is 
going  to  pay  for  the  depressed  Central  Artery.  The  state  has 
commissioned  an  investment  banking  firm  to  analyze  the  project 
and  determine  sources  of  funding.  This  report  has  never  been  made 
public  nor  have  public  hearings  been  scheduled  to  analyze  this 
report  and  its  financial  implications  for  the  citizens  of  the 
Commonwealth . 

To  the  best  of  my  knowledge,  the  Transportation  Department  still 
has  not  told  the  General  Court  what  is  fast  becoming  public 
knowledge:  there  aren't  federal  funds  to  build  this  billion 
dollar  project.  That  is  why  critical  scrutiny  of  the  depressed 
Central  Artery  Project  is  needed  by  all  who  are  concerned  with 
the  fiscal  health  of  the  Commonwealth.  My  own  view  is  that  the 
state  administration  is  holding  up  publication  of  the  report 
concerning  the  Central  Artery  financing  because  it  knows  that  it 
must  and  will  look  to  the  Massachusetts  Turnpike  and  Port 
Authorities,  and  not  the  federal  government,  to  pay  for  the  major 
share  of  the  depressed  Central  Artery's  costs. 

If  this  is  so,  and  I  believe  it  is,  we  must  ask  ourselves:  Is 
this  the  best  use  of  public  funds  today,  when  there  are  critical 
infrastructure  needs  in  Massachusetts  that  are  crying  our  for 
these  scarce  resources?  At  a  time  when  there  are  important 
infrastructure  needs  throughout  Massachusetts  should  we  not  ask 
ourselves  an  important  public  policy  question:  Why  are  we 
spending  more  than  one  billion  dollars  of  public  funds  to  depress 
one  mile  of  highway  in  downtown  Boston  when  we  can't  find  enough 
money  to  educate  our  kids,  care  for  our  elderly,  aid  the  sick  and 
disabled,  repair  bridges,  highways,  and  local  road  systems 
throughout  the  state,  along  with  numerous  other  statewide 
transportation  needs?  What  kind  of  a  value  system  is  this?  Is 
this  the  example  that  this  Commonwealth  wants  to  set  for  the 
nation? 

My  view  is  that  the  depressed  Central  Artery  Project  has  become 
the  "golden  calf"  of  this  administration's  transportation  policy, 
its  proponents  asking  us  to  dance  around  it  while  they  proclaim 
enticing  visions  of  brave  new  worlds  to  come.  To  build  this 
"golden  calf,"  we  are  asked  to  subordinate  important  state  wide 
transportation  priorities  while  we  bend  heaven  and  earth  to  find 
and  to  spend  $1  billion  for  one  highway  mile. 
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We  must  ask:  At  what  price?  Already  this  project  has  distorted 
not  only  state-wide  infrastructure  priorities  and  relegated  other 
important  infrastructure  programs  to  the  back  burner.  The 
inevitable  result  will  be  significant  increases  in  tolls  on  our 
state's  Turnpike  and  our  region's  bridges  and  tunnels  to  pay  for 
the  Central  Artery  when  these  resources  can  and  should  be  used 
for  statewide  infrastructure  improvements. 

To  encourage  a  public  dialogue  about  our  state's  transportation 
priorities,  I  recommend  that  the  Joint  Committee  consider  the 
following  action  items  before  you  issue  your  final  report: 

1.  The  Join  Committee  should  request  the  investment  banking  firm 
that  has  been  hired  by  the  state  to  testify  before  the  Committee 
and  to  present  a  draft  report  before  the  new  environmental  impact 
statement  for  the  entire  project  is  submitted  to  the  regional 
office  of  the  Federal  Highway  Administration.  I  ask  that  you  hold 
public  hearings  on  this  report  throughout  the  state  so  that  the 
citizens  of  the  Commonwealth  will  have  a  chance  to  analyze  its 
recommendations.  This  information  is  long  overdue  and  should  be 
made  public  immediately. 

2.  The  Joint  Committee  should  hire  independent  engineering 
professionals  to  provide  an  independent  cost  estimate  of  each 
segment  of  the  project  so  that  the  General  Court  and  the  citizens 
of  the  Commonwealth  can  get  a  realistic  idea  of  the  total  cost  of 
this  project  before  one  shovel  of  dirt  is  turned. 

3.  The  Joint  Committee  should  also  include  in  its  final  report  an 
analysis  of  other  transportation  infrastructure  needs  throughout 
Massachusetts  and  the  financial  dimensions  of  these  needs.  The 
TRIP  report  is  a  good  starting  point  and  the  Joint  Committee 
should  also  include  discussion  of  other  transportation 
infrastructure  needs  such  as  the  completion  of  the  Old  Colony 
Project,  the  extension  of  the  commuter  rail  to  Central 
Massachusetts,  and  the  need  to  improve  the  state's  regional 
airport  system,  to  mention  a  few. 

Senator  Doris,  Representative  Moore,  members  of  your  committee, 
thank  you  for  the  opportunity  to  share  my  thoughts  with  you 
today.  I  have  tried  to  point  out  that  the  financial  implications 
of  the  depressed  Central  Artery  Project  are  very  important  to 
your  report.  They  affect  not  just  the  transportation 
bureaucracies  in  our  state  but  all  citizens  of  Massachusetts.  At 
a  time  when  our  state  is  in  crisis,  I  commend  you  for  taking  a 
long  and  hard  look  at  the  depressed  Central  Artery  Project  and  I 
look  forward  to  working  with  you  as  you  seek  answers  to  these 
very  important  public  policy  questions. 
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Richard  A.  Dimino,  Commissioner,  Boston  Transportation  Department 

Dimino  -  Good  morning,  my  name  is  Richard  Dimino  and  I  am  the 
Transportation  Commissioner  for  the  City  of  Boston.  Thank  you  for 
the  opportunity  to  address  the  Commission  on  this  important 
issue. 

The  Central  Artery/Third  Harbor  Tunnel  Project  will  be  the  most 
significant  public  works  project  in  the  state's  history.  As  you 
all  know,  the  Central  Artery  is  perhaps  the  most  congested  piece 
of  highway  in  the  Commonwealth  and  it,  in  fact,  has  the  worst 
volume  to  capacity  ratio  of  any  section  of  highway  in  the 
country. 

Clearly,  access  into  and  around  Boston  is  one  of  the  most 
important  factors  in  maintaining  the  economic  vitality  that  the 
City  and  the  metropolitan  area  are  currently  enjoying.  And,  the 
Artery/Tunnel  project  will  help  to  sustain  the  current  level  of 
economic  activity  and  ensure  that  our  transportation  system  is 
able  to  handle  the  projected  growth  in  our  economy. 


Boston's  strong  economy  is  expected  to  continue  through  the 
1990 's,  with  1.3  million  square  feet  of  Class  A  office  space 
being  absorbed  annually  in  the  city,  and  over  $1  billion  invested 
into  the  City's  new  Midtown  Cultural  District  alone.  According  to 
the  National  Planning  Association,  between  now  and  the  year  200, 
Boston  will  be  second  only  to  Los  Angeles  among  all  U.S.  cities 
in  the  number  of  new  jobs  created. 

There  is  no  doubt  that  this  project  will  result  in  numerous 
economic  and  quality  of  life  benefits  for  the  City  and  the 
region.  A  recent  report  published  be  Cambridge  Systematics  Inc. 
suggests  that  as  many  as  15,000  jobs  will  be  available  annually 
during  the  peak  years  of  construction.  Using  those  projections, 
CSI  estimates  that  business  sales  during  the  peak  years  will  top 
$1  billion  and  personal  income  will  total  $650  million. 

The  project  will  also  offer  the  city  a  unique  opportunity  to 
re-knit  its  downtown  section  with  its  waterfront.  Approximately 
20  acres  of  Downtown  property  will  be  available  for  use  for 
housing,  office  and  open  space. 

In  the  past  several  years,  the  Flynn  Administration  has  taken 

numerous  steps  within  its  jurisdiction  and  authority  to  ensure 

that  this  project  serves  the  needs  of  both  the  City  and  the 
region. 

To  date,  the  City  has  expended  more  than  $1  million  on  technical 
consultants  to  review  the  design  and  engineering  plans  originally 
proposed  by  the  State.  As  a  result,  the  City  has  submitted  its 
own  design  schemes  for  the  Seaport  Access  Road,  the  Massachusetts 
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Avenue  Interchange,  the  South  Cove  Interchange,  Leverett  Circle, 
East  Boston  and  several  ramps  in  the  central  section  of  the 
Artery  -  many  of  which  the  State  has  accepted  over  its  original 
plan. 

Through  months  of  hard  work  and  cooperation,  the  City  and  the 
State  have  agreed  upon  design  changes  that  have  greatly  improved 
this  project  and  the  City  has  identified  and  will  continue  to 
push  for  more  changes. 

In  addition,  my  department  has  surveyed  the  impacted 
neighborhoods  and  all  other  City  agencies  to  determine  what 
services  will  be  needed  to  mitigate  the  impacts  of  the  project. 
We  continue  to  be  concerned  about  the  impacts  the  City  will  face 
as  a  result  of  this  project  and  there  are  outstanding  issues 
which  still  must  be  addressed. 

These  include: 

1.  Neighborhood  Mitigation  Measures  -  nineteen  City 
neighborhoods  will  be  impacted.  Public  access  in  some  areas  will 
be  prohibited  and  environmental  quality  will  deteriorate.  Many 
small  businesses  and  residents  may  be  forced  to  relocate  and 
severe  traffic  congestion  can  result  during  the  project's  ten  to 
fifteen  years  of  construction.  A  detailed  mitigation  plan  must  be 
developed. 

2.  Rodents  -  the  City  has  repeatedly  called  for  inclusion  of  its 
Seven  Point  Plan  to  address  the  rodent  problem  that  will  result 
once  the  digging  begins. 

3.  Jobs  -  With  the  potential  of  more  than  15,000  jobs  created  in 
the  peak  years  of  construction,  the  City  is  seeking  a  substantial 
increase  in  the  financial  commitment  to  job  training  as  well  as  a 
specific  plan  for  monitoring  the  best  effort  requirements  of  the 
goals  program  and  an  evaluation  board  to  judge  compliance.  I  have 
attached  two  separate  letters  from  Mayor  Flynn  which  further 
explain  the  city's  concerns  in  this  regard. 

4.  Land  use  -  The  rights  to  the  land  and  air  space  created  by 
depressing  the  Central  Artery  offers  the  city  the  opportunity  to 
mend  the  damage  caused  by  construction  of  the  original  highway. 
The  city  is  adamant  about  maintaining  control  over  all 
development  rights. 

5.  Financial  Impacts  -  The  financial  burden  imposed  by 

the  project  on  the  city  includes  increased  traffic  management 
costs,  and  other  costs  associated  with  planning,  mitigation,  and 
relocation.  Boston  stands  to  lose  at  least  $50  million  over  the 
next  ten  years  from  parking  leases  that  will  be  inoperable  as  a 
result  of  the  project.  The  Commonwealth  may  also  purchase  or  take 
by  eminent  domain  certain  privately  owned  properties  that 
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currently  generate  property  tax  revenue.  Once  the  Commonwealth 
acquires  these  properties,  the  tax  revenues  will  be  lost. 
Additionally,  the  Project  may  adversely  impact  adjacent 
businesses  and  these  businesses  may  seek  property  tax  abatements. 

At  the  same  time,  the  Commonwealth  will  earn  $25.5  million  per 
year  from  the  increase  in  personal  and  corporate  income  taxes, 
sales  taxes,  and  other  taxes  and  fees  generated  between  1991  and 
1998. 

In  addition  to  the  previous  mentioned  impacts,  the  city  will  also 
suffer  the  loss  of  thousands  of  parking  spaces  due  to 
construction  . 

As  part  of  an  effort  to  address  these  impacts  and  to  ensure  that 
Boston's  neighborhoods  and  City  agencies  will  be  able  to  monitor 
and  to  facilitate  the  project's  construction  process  the  city  has 
formally  requested  a  memorandum  of  agreement  with  the  state  which 
details  the  state's  obligations  in  the  following  areas. 

1.  Services  Boston  provides; 

2.  Compensation  for  Boston's  Fiscal  losses; 

3.  Mitigation  and  Employment  Issues;  and 

4.  Spectacle  Island. 

I  would  like  to  inform  the  Commission  that  when  other  major 
cities  which  have  undergone  "mega"  transportation  projects, 
reimbursement  programs  have  been  established  where  the  state  pays 
the  city  for  project-related  expenses.  Specifically,  during 
Seattle's  recent  transit  tunnel  construction,  Washington 
reimbursed  the  city  1%  of  the  total  project's  cost  and  5%  of  its 
design  cost.  Similarly,  Illinois  reimbursed  Chicago  6%,  for  an 
expressway  resurfacing  and  re-decking  project. 

The  city  believes  that  is  vital  for  its  fiscal  stability  and  the 
project's  implementation  to  arrange  a  similar  reimbursement 
program  for  costs  incurred  as  a  result  of  the  Central 
Artery/Third  Harbor  Tunnel  Project. 

Thank  you. 
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John  Gatti,  Jr.,  Legislative  Chairperson,  Massachusetts 
Organization  of  State  Engineers  and  Scientists 

Gatti  -  For  the  record,  my  name  is  John  Gatti,  Jr.,  Legislative 
Chairperson  for  the  Massachusetts  Organization  of  State  Engineers 
and  Scientists,  MOSES.  Our  organization  represents  over  3200 
Engineers,  Scientists,  and  Technicians,  employed  by  the 
Commonwealth  of  the  Massachusetts  Water  Resource  Authority.  The 
employees  we  represent  include  Department  of  Pubic  Works 
engineers  and  inspectors  responsible  for  the  design, 
construction,  and  maintenance  of  roads  and  bridges  throughout  the 
Commonwealth . 

The  President  of  our  organization,  Paul  Donohue,  expresses  his 
regrets  that  he  is  unable  to  be  before  the  Commission  today  as  he 
is  out  of  state  on  a  previous  commitment.  However,  Mr.  Donohue, 
myself,  and  MOSES  members  want  to  formally  thank  the  commission 
for  holding  this  hearing  to  examine  funding  sources  for  the 
Central  Artery  and  Third  Harbor  Tunnel  project. 

At  the  outset,  it  should  be  recognized  that  Massachusetts  has 
serious  problems  in  repairing  and  improving  our  roads  and 
bridges.  Thousands  of  our  bridges  are  substandard  or 
deteriorating  at  a  rapid  rate.  As  stated  in  the  1989  Survey  of 
Massachusetts  Infrastructure  Needs,  over  the  next  ten  years,  not 
counting  the  Central  Artery  and  Third  Harbor  Tunnel,  it  is 
estimated  that  we  need  $8.2  billion  in  1989  dollars  to  repair  and 
replace  roads  and  bridges  throughout  Massachusetts.  This  means, 
we  need  a  cash  flow  in  excess  of  a  billion  dollars  a  years 
committed  to  our  existing  roads  and  bridges  to  keep  them  from 
deteriorating  still  further.  Present  Federal  Aid  and  anticipated 
future  Federal  Aid  will  provide  just  a  tiny  fraction  of  the 
necessary  funds.  Massachusetts  must  raise  most  of  this  money  from 
the  Commonwealth's  taxpayers. 

Over  and  above  the  $8.2  million  needed  over  the  next  ten  years  to 
repair  and  replace  our  roads  and  bridges,  the  Central  Artery  and 
Third  Harbor  Tunnel  are  estimated  to  cost  $4.4  billion  in  1989 
dollars.  Analyzing  the  funding  sources  for  these  two  projects  are 
very  important  in  light  of  our  other  unfunded  transportation 
obligations. 

While  the  Central  Artery  and  Third  Harbor  Tunnel  are  often 
thought  of  and  talked  about  as  if  they  were  one  project,  they  are 
really  two  separate  projects.  They  should  and  must  be  treated 
separately. 

Regarding  the  Third  Harbor  Tunnel  project,  it  has  earned  90% 
federal  funding.  Our  Congressional  delegation,  under  the  guidance 
of  former  Speaker  Thomas  O'Neill,  Jr.,  moved  mountains  to  make 
this  happen.  They  deserve  our  thanks,  and  the  praise  of  all 
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Massachusetts  citizens  for  delivering  to  Massachusetts  this 
largest  of  all  federally  funded  projects.  There  is  a  $685  million 
revision  to  the  harbor  tunnel  project  which  has  not  yet  obtained 
federal  approval.  We  trust  that  Massachusetts  Transportation 
officials  will  revert  to  the  simpler  initial  tunnel  proposal  to 
save  Massachusetts  $685  million  if  federal  approval  of  the  tunnel 
revision  is  denied,  Jn.  addition ,  our  congressional  delegation 
obtained  90%  federal  funding  for  the  connecting  roads  between  the 
Third  Harbor  Tunnel-  and  the  Central  Artery. 

However,  the  depression  of  the  Central  Artery,  from  High  Street 
to  Causeway  Street,  is  not  federally  funded.  This  depression  is 
estimated  to  cost  in  excess  of  $860  million  in  1989  dollars.  It 
will  actually  cost  much  more  when  the  time  for  construction 
occurs.  Thus,  Massachusetts  has  a  very  serious  road  and  bridge 
funding  problem. 

In  1989  dollars,  we  must  raise  $860  million  to  pay  for  the 
depression  of  the  Artery.  In  addition,  we  must  raise  over  $300 
million  to  pay  for  our  10%  share  of  the  Third  Harbor  Tunnel  and 
connecting  roads.  Also,  we  must  raise  the  lion's  share  of  the 
$8.2  billion  needed  to  repair  and  replace  our  roads  and  bridges 
which  the  federal  government  will  not  pay  for. 

In  our  opinion,  state  transportation  officials  have 
misrepresented  the  tax  burden  which  must  be  borne  by 
Massachusetts  to  build  the  High  Street  to  Causeway  Street 
depression  and  the  Artery.  These  officials  continue  to  state  that 
the  High  Street  to  Causeway  Street  section  of  the  Central  Artery 
is  eligible  for  federal  funding.  While  this  is  a  true  statement, 
it  must  be  considered  within  the  context  that  almost  all  major 
highways  in  Massachusetts  are  eligible  for  federal  funding.  Being 
eligible  and  being  funded  are  not  the  same. 

In  particular,  State  Transportation  Officials  contend  that 
Massachusetts  is  eligible  for  Interstate  4-R  Funds  (resurfacing, 
restoration,  rehabilitation,  and  reconstruction)  for  the 
depression  of  the  Artery.  Currently,  Massachusetts  receives  $31 
million  per  year  from  this  source,  which  does  not  scratch  the 
surface  of  our  4-R  needs.  Any  use  of  these  funds  for  the  Artery 
would  sacrifice  numerous  needed  repairs  on  the  rest  of  our 
highway  system.  Even  if  the  Federal  Government  increases  these 
type  of  funds  in  the  next  Federal  Highway  Bond,  these  funds  will 
never  be  sufficient  to  meet  our  $8.2  billion  needs,  plus  the  $860 
million  need  for  the  Artery. 

State  Transportation  officials  contend  that  a  second  source  of 
possible  federal  funding  for  the  $860  million  cost  of  depressing 
the  Artery  is  the  Interstate  Discretionary  Fund  which  as  its  name 
applies,  may  be  distributed  at  the  discretion  of  the  federal 
government.  It  requires  a  "giant  leap  of  faith"  to  believe  that 
federal  officials  who  have  already  agreed  to  pay  billions  for  the 
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construction  of  the  Third  Harbor  Tunnel  and  part  of  the  Central 
Artery,  an  amount  I  might  add  which  represents  the  largest 
disbursement  of  federal  funds  ever  given  to  any  state  for  a 
highway  project,  will  now  agree  to  pay  the  escalating  cost  of 
depressing  that  portion  of  the  Central  Artery  which  they 
heretofore  expected  the  Commonwealth  to  pay.  Our  guardian  angel, 
Speaker  O'Neill,  was  unable  to  obtain  funding  for  part  of  the 
depressed  Artery  project  between  High  and  Causeway  Streets, .  and 
other  states  are  jealous  of  the  aid  we  have  already  received. 

State  Transportation  officials  know  that  any  federal  aid  expended 
on  the  $860  million  depressed  portion  of  the  Artery  will  have  to 
be  diverted  from  the  repair  and  improvement  of  numerous  other 
projects.  Yet  these  officials  act  as  if  federal  funds  will  solve 
all  our  transportation  needs. 

In  conclusion,  we  have  more  than  $8  billion,  in  1989  dollars, 
needed  over  the  next  10  years  to  prevent  the  collapse  of  our 
present  road  and  bridge  infrastructure. 

Is  it  not  time  to  admit  that  statewide  infrastructure  needs  are 
far  more  pressing  than  to  attempt  to  raise  close  to  $1  billion 
from  Massachusetts  taxpayers  to  depress  only  one  mile  of  highway? 

The  time  has  come  to  end  the  hype  and  campaign  of  disinformation. 
The  citizens  and  taxpayers  deserve  "truth  in  financing" 
concerning  the  depression  of  the  Central  Artery.  The  depression 
of  the  Central  Artery  will  be  federally  financed  if  there  are 
federal  funds  specifically  designated  for  the  project.  No  federal 
funds  are  today  specifically  designated  for  the  depression  of  the 
Central  Artery  from  High  Street  to  Causeway  Street  and  nothing  is 
going  to  change  that  fact  of  life. 
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SPECIAL  COMMISSION  ON  INFRASTRUCTURE  FINANCE 
PUBLIC  HEARING  ON  STATEWIDE  MUNICIPAL  WASTEWATER  NEEDS 


JULY  18,  1989 

9:00  A.M.  -  1:00  P.M. 

DUDLEY  DISTRICT  COURT,  DUDLEY,  MASSACHUSETTS 
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TESTIMONY  PROVIDED  BY: 

Robert  Cunningham,  Assistant  Chief  Engineer, 
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Mr.  Robert  Cunningham,  Assistant  Chief  Engineer,  DEQE 

Cunningham  -  Around  the  first  of  November,  DEQE  found  that  it 
would  have  to  go  to  a  deferred  payment  plan  for  current  payments 
because  we  were  notified  by  the  Executive  Office  of 
Administration  &  Finance  that  funds  were  not  available  due  to  the 
ongoing  budget  crisis.  Therefore,  DEQE  inaugurated  a 
"first-in/first-out"  policy  on  payments.  Payments  would  be  made 
on  the  basis  of  what  was  received  first,  within  the  available 
limit  of  funds.  It  was  not  until  the  early  part  of  January  that 
DEQE  was  notified  that  payments  that  they  had  already  been 
deferring  for  2  months  would  have  a  cap  per  month  of  around  $2 
million  for  6  months  of  the  calendar  year  1989.  By  that  time,  we 
had  payments  backed  up  in  excess  of  $12  million. 

In  June  1989,  we  had  deferred  payments  totalling  $67  million.  In 
December,  DEQE  sent  out  a  form  letter  stating  that  payments  would 
be  deferred.  Another  form  letter  was  sent  out  in  January  (when  we 
had  received  cap)  stating  that  after  July  1,  1989,  the  cap  on 
payments  would  be  $4  million/month. 

On  the  basis  of  these  estimates,  DEQE  gave  approximate  dates  when 
towns  could  expect  to  receive  their  current  payments  which,  in 
some  cases,  were  9-12  months  later  than  expected.  As  the  end  of 
fiscal  year  1989  approached,  however,  it  became  apparent  to 
Administration  &  Finance  that  certain  state  departments  would  not 
be  able  to  spend  the  money  that  had  been  obligated  to  them  within 
the  fiscal  year.  Subsequently,  DEQE  was  told  in  mid-June  that  if 
they  could  develop  payments  for  their  grantees  in  one  week,  then 
these  payments  would  be  honored.  In  one  week,  we  developed  over 
$57  millions  in  payments,  leaving  about  $3  million  in  unpaid 
balances. 

DEQE  did  not  handle  these  last  payments  on  a  first-in/first-out 
basis.  We  went  for  the  "big  dollar"  items — payments  over 
$100,000.  To  get  the  big  payments  out  was  more  expedient  than 
doing  a  number  of  small  payments.  By  getting  large  payments  out 
at  end  of  June,  we  expect,  in  the  next  month  or  two,  after  the 
end  of  FY89,  to  make  up  the  small  payments. 

Webster/Dudley  had  payments  in  1989  on  the  books  for  $3,538,110 
which  we  paid  off  in  one  series  of  payments  in  mid-June.  At  the 
present  time,  Webster/Dudley  has  only  a  $255,525  payment  left. 
This  payment  has  been  processed  by  our  office,  but  is  on  hold 
because  DEQE  has  not  yet  been  given  the  FY90  spending  cap  by 
Administration  &  Finance.  DEQE,  therefore,  has  not  made  any 
payments  since  June  23,  1989. 

Q.  Moore  -  The  initial  indication  was  that  the  cap  would  be  set 
around  $4  million  for  FY90,  but  you  have  not  as  of  yet  received 
final  word? 
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A.  Cunningham  -  No,  this  has  not  been  cleared  yet.  Also,  what  the 
Hayes  Bill  could  do  to  this  remains  to  be  seen. 

Q.  Moore  -  Assuming  that  the  Administration  sticks  with  a  $4 
million  cap,  and  from  what  is  already  pending  this  fiscal  year 
(1989),  would  $4  million  a  month  be  sufficient  to  stay  current? 
If  not,  what  would  DEQE  really  need  above  the  cap? 
A.  Cunningham  -  It  is  estimated  that  DEQE  should  be  spending 
approximately  $80  million  for  FY90.   So,  we  really  need  about  $7 
million  a  month. 


Q.  Moore  -  So,  even  at  $4  million  a  month,  which  is  double  what 
the  cap  was  set  the  last  6  months  of  FY89,  you  will  be  running 
some  4  0%  behind? 

A.  Cunningham  -  Yes. 

Q.  Moore  -  Is  the  bulk  of  this  money  federal  and  state? 

A.  Cunningham  -  No,  this  is  strictly  state  funds.  Federal  funds 
are  paid  within  weeks  after  DEQE  submits  their  Form  271,  which  is 
the  federal  payment  voucher,  to  EPA.  DEQE  processes  the  payments 
for  both  federal  and  state  on  their  traditional  grant  system  at 
the  same  time.  The  difference  is  that  the  state  payment  goes 
directly  back  to  the  grantee  so  it  can  be  reviewed.  The  federal 
payment  goes  directly  to  EPA,  with  a  copy  going  to  the  town. 
Approximately  2-3  weeks  after  this  time,  a  check  is  cut  in 
Washington  for  EPA  payment,  which  goes  to  the  town.  So,  while 
federal  and  state  are  on  the  same  eligibility  basis,  there  are 
two  different  payment  streams  involved. 

Q.  Moore  -  Let's  say  that  the  town  completes  a  certain  stage  of 
work  and  then  submits  an  invoice  to  DEQE  for  reimbursement.  What 
is  the  actual  reimbursement  process  and  how  long  does  it  take, 
barring  the  fact  of  the  current  cap? 

A.  Cunningham  -  We  would  like  to  get  to  it  in  a  few  weeks,  but 
sometimes  it  takes  a  few  months.   Payment  is  reviewed  by  a  single 
person  who  determines  its  eligibility  requirements.  This  person 
makes  a  rough  draft  of  the  payments  eligibility  after  reviewing 
grant  conditions,  construction  estimates,  and  engineer's 
invoices.  These  previous  factors  would  be  for  Step  3  payments. 
Step  1  &  2  payments  are  simpler  because  no  construction  is 
involved.  There  is  merely  the  review  of  the  continuous  invoices 
for  eligibility. 

Q.  Moore  -  What  percentage  of  all  invoices  submitted  by  towns  are 
returned  due  to  improper  filings,  missing  information,  etc.? 
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A.  Cunningham  -  We  do  not  generally  return  them.  We  simply 
telephone  the  town  or  its  consultant  and  point  out  that  they 
don't  have  the  adequate  information.  These  matters  do  delay 
payments  for  weeks  or  more,  depending  on  how  soon  the  needed 
information  is  provided. 

Q.  Moore  -  What  percentage  of  grants  fall  under  this  category? 

A.  Cunningham  -  Approximately  20-25%  need  further  information. 

Q.  Moore  -  And  you're  saying  that  its  taking  about  2  months  to 
process  these  payments? 

A.  Cunningham  -  The  actual  work  and  processing  of  a  step 
3  invoice  should  take  no  more  than  1  week.  But  delays  in 
information  do  extend  It.  The  state  must  do  extensive 
telephoning,  etc.,  which  all  delays  the  process. 

Q.  Moore  -  Getting  specific  on  the  Webster/Dudley  project,  once 
the  remaining  $2  50,000  payment  is  made,  does  that  put  DEQE  in  the 
90%  funding  area? 

A.  Cunningham  -  The  project  still  has  a  long  way  to  go.  It  has 
not  even  been  50%  reimbursed. 

Q.  Moore  -  In  light  of  the  current  budget  vetoes  made  by  rhe 
Governor,  do  you  foresee  an  impact  on  your  particular  section  o 
the  agency? 

A.  Cunningham  -  Surprisingly,  water  pollution  control  has  been 
allowed  to  augment  its  staff.   This  week,  I've  been  able  to  add  2 
people—one  on  change  orders  and  one  on  interim  payments.  Another 
person  will  be  starting  shortly,  working  within  the  final 
section.  We  have  been  severely  crippled  in  the  past  due  to 
resignations  and  transfers  and  we  were  not  able  to  add  to  the 
staff.  Now  we  are  able  to  add.  It  appears  as  if  we  are  in  a 
favored  status  at  this  time. 

Q.  Moore  -  So,  it  is  fair  to  say  that  our  general  budget  dilemma 
should  not  adversely  affect  your  ability  to  respond? 

A.  Cunningham  -  We  expect  to  be  able  to  improve  our  performance. 
Unfortunately,  we  can't  say  at  this  point  that  we  can  gave 
grantees  anything  but  deferred  payments. 

Q.  Moore  -  When  payments  have  been  deferred,  as  they  have  been 
this  past  year,  and  the  communities  have  already  expended  the 
money,  is  there  any  ability  to  recoup  the  borrowing  costs? 

A.  Cunningham  -  There's  no  provision  for  any  borrowing  cost  or 
interest  charges  to  be  paid  by  the  state.  It  has  never  been  done. 
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So,  even  though  municipalities  are  months  behind  in  payments,  the 
state  can't  assume  any  additional  costs. 

Q.  Moore  -  Is  it  more  likely  to  assume  that  by  next  June  we  will 
simple  get  further  behind,  especially  since  there  is  little 
chance  that  another  windfall  will  occur  like  the  most  recent  one? 


A.  Cunningham  -  It  is  likely.  I  would  hope,  however,  there  would 
be  some  funding  device  available  to  provide  enough  funds  to  take 
care  of  these  payments. 

Q.  Moore  -  If  you're  limited  to  an  estimated  $4  million  cap,  or 
$48  million  annually,  and  you  need  $80  million  to  stay  current, 
this  puts  you  about  6  months  behind.  Which  brings  us  to  the 
first-in/first-out  policy,  which  only  is  aggravated  by  this  type 
of  deferral.  This  policy  is  simply  whoever  gets  their  work  done 
and  processed  first,  gets  paid  first,  except  for  this  past  month? 

A.  Cunningham  -  We  paid  all  we  could  within  a  limited  time.  In 
the  last  month,  we  did  concentrate  on  large  projects  to  get  large 
amounts  of  money  out  and  Webster/Dudley  got  over  $3.5  million. 

Q.  Moore  -  Has  the  agency  given  any  consideration  to  assigning 
priority  to  those  communities  under  court  order? 

A.  Cunningham  -  No,  we  have  not.  We  felt  that  the  fairest  thing 
to  do  was  give  the  money  to  those  who  have  waited  the  longest  for 
it.  This  need  is  great  in  all  communities  and  it  all  represents 
construction  of  design  work  which  had  been  completed.  We  are  a 
reimbursement  agency,  so  we  don't  pay  for  work  which  has  not  been 
done. 

Q.  Moore  -  Whatever  the  actual  cap  will  be  ($4  or  $5  million) ,  it 
will  probably  be  less  than  what  you  are  prepared  to  pay.  Assuming 
that  a  number  of  invoices  came  in  on  a  given  month,  is  there  a 
sense  to  pay  those  under  some  type  of  legal  constraint  first 
rather  than  simply  given  priority  to  one  dated  June  1st  versus 
June  20th?  It  would  seem  that  these  communities  or  projects  run  a 
more  severe  risk  since  they  could  be  fined  either 
administratively  or  by  the  courts  if  failing  to  meet  their 
projects.  It  would  also  seem  that  this  consideration  should  have 
a  greater  priority  than  simply  the  time  it  arrives  in  the  office. 
If  you  have  to  defer  on  paying  someone,  doesn't  it  make  sense  to 
defer  someone  not  under  immediate  threat?  Or  is  it  the  case  that 
there  are  so  many  under  court  order  that  this  distinction  is 
irrelevant? 

A.  Cunningham  -  I  don't  think  that  there  are  that  many.  But,  I 
don't  get  involved  in  trying  to  assess  the  ones  under  court 
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order.  I  don't  even  have  a  list  of  those,  this  is  another 
person's  responsibility. 

Q.  Moore  -  Could  we  have  someone  get  that  information  to  the 
Commission?  Such  as  who  is  under  court  order  and  what  the  state 
is  telling  these  communities  when  to  expect  to  be  paid.  I  have  a 
strong  interest  in  working  with  the  agency  in  taking  a  look  at 
this  aspect  of  first-in/first-out.  If  everybody  else  is  under 
court  order,  then  it  won't  make  a  whole  lot  of  difference.  But, 
if  only  a  certain  percentage  is,  then  I  feel  our  priorities 
should  be  reexamined. 

A.  Cunningham  -  There  are  other  things  which  should  be  considered 
too,  Mr.  Moore.  Such  as  a  town  falling  under  the  hardship 
category — some  communities  being  poorer  than  others.  They,  in 
fact,  could  claim  that  they  should  have  some  priority  in 
receiving  reimbursement.  It  would  become  very  difficult  to 
determine. 

Q.  Moore  -  What  determines  whether  a  community  is  in  the  hardship 
category  or  not?  I'm  sure  they  all  would  say  they  are. 

A.  Cunningham  -  It  would  take  an  evaluation  by  another  agency  of 
the  revenue  a  specific  community  has. 

Q.  Moore  -  The  hardship  impact  would  be  their  ability  to  actively 
borrow? 

A.  Cunningham  -  Yes,  I  believe  so. 

Q.  Moore  -  Can  ycu  comment  on  the  percentage  of  reimbursement 
for  the  Webster/Dudley  project  and  how  this  compares  with  the 
reimbursement  schedule  of  other  projects  across  the  Commonwealth? 

B.  Cunningham  -  In  our  traditional  grants  program,  up  until   the 
loan  program  starts,  when  a  project  goes  into  step  three,  it  is 
guaranteed  90%  of  eligible  costs — eligible  being  the  key  word.  We 
have  employees  who  spend  their  entire  careers  determining 
eligibility.  This  is  necessary  because  we  often  find  extras 
thrown  in  which  are  outside  the  scope  of  the  project.  These  have 
to  be  stricken  from  the  eligible  list.  As  far  as  eligible  costs 
are  concerned,  we  limit  it  to  90%  of  eligible  costs  between 
federal  and  state  grants.  We  have  seen  the  federal  grant  go  from 
75%  in  1981  to  35%  a  year  ago,  whereas  the  state  have  moved  for 
15%  in  1981  to  55%  currently.  So,  state  is  now  paying  three  times 
what  it  was  5  years  ago. 

Q.  Moore  -  Is  there  a  general  rule  as  to  what  percentage  of  total 
costs  are  actually  reported  as  eligible?  Has  the  agency  ever  done 
a  study? 
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A.  Cunningham  -  I've  never  tried  to  do  such  a  thing,  but  I  would 
say  that  it  would  run  well  over  90%.  When  I  look  at  total 
construction  costs  that  are  claimed  versus  total  eligible  costs. 

Q.  Moore  -  So,  under  this  formula,  between  federal  and  state 
sources,  approximately  90%  of  90%  of  total  construction  is 
eligible? 

A.  Cunningham  -  No,  it  would  be  less,  because  we  limit  it  to  90% 
of  eligible  costs.  So,  it  would  be  around  85-90%  of  total  project 
costs  would  be  federally  and  state  funded.  Of  course,  the 
community  would  be  left  to  account  for  the  remaining  costs. 

Q.  Moore  -  Things  such  as  the  industrial  share  do  not  account  for 
the  community  share? 

A.  Cunningham  -  No,  it  is  completely  separate. 

Q.  Moore  -  So,  under  the  current  plans,  communities  are  paying, 
on  average,  10-15%  of  total  costs  of  construction? 

A.  Cunningham  -  Yes,  unless,  you  have  innovative/alternative 
work,  which  can  reduce  the  town's  share  considerably.  With  a 
share  at  10%,  an  innovative/alternative  grant  would  reduce  the 
town's  share  to  about  6%. 

Q.  Moore  -  Is  there  currently  any  money  in  this  account? 

A.  Cunningham  -  This  is  a  federal  account  and  I  believe  that  is 
pretty  much  used  up.  However,  EPA  could  answer  this  better. 

Q.  Moore  -  Is  this  money  that  will  no  longer  be  available?  Was  it 
a  "one-shot  deal?" 

A.  Cunningham  -  It  was  available  for  several  years.  I  don't  know, 
however,  if  there  is  more  money  available  in  new  grants  .  .  .  not 
that  there  are  any  new  grants.  I  don't  think  this  was  considered 
in  the  state  loan  program. 

Q.  Moore  -  One  of  the  suggestions  that  has  been  made  in 
relation  to  the  Webster/Dudley  project  is  to  review  some  of  the 
independent  studies  which  have  been  done  for  the  engineering 
needs  of  the  project.  What  type  of  impact  does  this  process  have 
on  the  project? 

A.  Cunningham  -  You  get  terrible  bills  from  contractors  for  the 
delays  in  construction,  because  they  will  start  billing  the  town 
for  costs  of  the  equipment  being  immobilized,  transferring 
people,  etc.  It  certainly  does  escalate  the  cost  of  a  project. 

Q.  Moore  -  Is  the  decision  to  delay  one  which  is  made  locally  or 
through  the  state? 
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A.  Cunningham  -  It  has  to  be  done  locally.  However,  our  grant 
conditions  give  specific  times  of  completion.  So,  this  decision 
has  to  be  cleared  with  EPA.  They  set  initiation  of  operation 
dates,  project  performance  dates,  etc.  They  don't  expect  these 
dates  to  be  met  exactly,  but,  they  do  expect  it  to  be  done  close 
to  the  time.  If  town  is  even  delayed  in  putting  grant  out  in  one 
years  time  after  grant  is  made,  EPA  indexes  the  project.  In  other 
words,  they  start  reducing  grant  participation  by  cost  of 
engineering  index.  So,  grantee  loses  in  delaying.  I  don't  know  of 
any  project  that  has  been  suspended  completely.  Though,  I  do  know 
of  some  which  have  been  slowed  down  for  a  period  of  time. 

Q.  Moore  -  So,  the  delay  would  impact  what  you're  paying  to  the 
contractor,  the  timetable  set  by  EPA,  and  the  costs  assumed  by 
the  town,  since  the  state  will  not  pay  for  the  study  which  causes 
the  delay.  Is  there  anything  more,  Mr.  Cunningham,  that  you  would 
like  to  contribute? 

A.  Cunningham   -  DEQE  only  has  two  payments  outstanding  to 
Webster/Dudley.  One  is  for  a  sludge  study  for  $4,233.00,  which 
was  received  on  June  21,  1989,  and  one  for  plant  upgrading  for 
$255,000.00,  received  on  June  26,  1989,  which  was  too  late  for 
them  to  process.  In  the  last  few  weeks,  the  town  has  received 
over  $3.5  million  in  payments.  We  hope  to  get  a  cap  from 
Administration  &  Finance  in  the  next  few  weeks  which  will  allow 
us  to  pay  the  incoming  bills  more  equitably. 

Q.  Moore  -  You've  had  your  work  ready  to  go?  It's  just  been  a 
problem  of  not  knowing  the  cap? 

A.  Cunningham  -  That's  right.  Our  main  problem  has  been  getting 
the  necessary  information.  But  I  feel  that  situation  is 
improving. 
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Mr.  Howard  Bacon,  Civil  Engineer  #5,  Construction  Grants  Program 
Management  Section,  DEQE 

Q.  Moore  -  Mr.  Bacon,  I  would  like  to  focus  a  little  bit  more  on 
the  first-in/first-out  policy.  What  is  your  reaction  to  the 
thought  of  adding  some  other  factors  to  this  decision,  such  as 
court  orders,  etc.? 

A.  Bacon  -  The  only  problem  I  see  is  that  there  are  a  lot  of 
communities  that  have  been  taking  care  of  their  water  pollution 
problem  without  a  court  order.  So,  these  towns  could  possibly  be 
penalized  for  doing  a  job  ahead  of  time. 

Q.  Moore  -  How  long,  typically,  is  someone  on  the  waiting  list 
for  a  construction  grant? 

A.  Bacon  -  This  depends  strictly  on  the  planning  and  design 
process.  In  other  words,  we  go  through  the  planning  process  where 
there  is  a  facility  plan  which  outlines  the  program  for  the  next 
20  years.  By  the  end  of  construction  and  20  years  hence,  the 
facility  plan  will  take  care  of  the  town's  needs.  Some  of  these 
plans  go  on  for  12-13  years,  while  some  take  just  one  year. 

Q.  Moore  -  Is  the  public  hearing  you  hold  for  setting  priorities 
an  annual  hearing? 

A.  Bacon  -  Yes,  except  last  year.  I  think  now  were  running  about 
6-8  months. 

Q.  Moore  -  When  you  establish  this  type  of  list,  is  there  a 
certain  level  of  priority? 

A.  Bacon  -  It  is  based  on  the  number  of  points  a  town  has  plus 
the  town's  readiness. . .where  they  are  in  the  process.  Someone 
just  starting  out  with  a  facility  plan  would  be  put  on  the 
extended  list,  not  the  fundable  list. 

Q.  Moore  -  Is  there  a  construction  grant  priority? 

A.  Bacon   -  Yes.  This  is  the  fundable  list.  Ones  on  this  list  are 
usually  ready  to  go. 

Q.  Moore  -  Would  this  be  that  $80  million  in  need? 

A.  Bacon   -  $80  million  would  also  include  ongoing  programs  as 
well. 

Q.  Moore  -  Is  the  list,  which  was  subject  to  hearing  last  week, 
under  the  new  loan  funding  structure? 
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A.  Bacon  -  My  understanding  is  that  if  they  were  on  the  88-89 
priority  list,  they  are  going  to  get  grant  funding. 

Q.  Moore  -  What  type  of  analysis  does  the  state  perform,  when 
determining  eligibility  of  a  total  project,  to  determine  the  most 
cost-effective  method  of  design? 

A.  Bacon   -  DEQE  has  a  limit.  Eligibility  is  determined  by  the 
use  of  the  project.  In  an  upgrading  or  new  treatment  plant, 
everything  is  normally  considered  eligible  .  .  .  with  exceptions 
to  such  things  as  lawn  mowers,  etc.  All  we  participate  in  are 
allowable  costs,  when  project  goes  on  line.  Under  new  federal 
guidelines,  we  do  not  participate  in  reserve  capacity.  There  is  a 
certain  amount  of  treatment  which  must  be  done  when  plant  goes  on 
line  and  everyone  is  hooked  in.  Twenty  years  from  this  date, 
something  else  will  be  needed  in  order  to  satisfy  the  needs  of 
the  town.  This  is  referred  to  as  reserve  capacity.  Reserve 
capacity  does  not  relate  to  the  whole  project.  It  only  affects 
those  units  which  do  treatment — clarifiers  and  aeration  tanks. 
The  ratio  of  participation  is  determined  by  a  cap  debt  program. 
We  feed  numbers  prepared  by  the  "feds"  into  a  formula.  Therefore, 
we  may  only  participate  in  95%  of  90%  or  95%  of  90%.   Reserve 
capacity  does  increase  costs  to  town.  Prior  to  a  federal  law 
change  in  '86,  the  state  use  to  participate  in  90%  of  reserve 
capacity. 


Q.  Moore  -  When  the  plant  is  designed,  it  is  designed  for 
projected  growth  as  well.  Is  this  considered  reserve  capacity 
which  the  state  does  not  pay  for? 


A.  Bacon  -  It  all  depends  on  what  the  needs  are.  Most  of  it  is 
reserve  capacity,  but  some  does  not  affect  reserve  capacity  very 
much.  In  these  cases,  the  state  might  go  as  high  as  97-98%  of 
additional  costs. 


Q.  Moore  -  So  .  .  what  is  factored  in  is  current 

needs — industrial  and  residential — and  an  estimate  of  what  needs 

will  be  20  years  from  construction. 

A.  Bacon  -  Yes.  Webster/Dudley  is  an  example.  There  is  350,000 
gallons  of  reserve  capacity,  mostly  for  sewers  around  Webster 
Lake.  The  need  is  there  and  will  have  to  be  built. 

Q.  Moore  -  Webster  and  Dudley  were  seeking  to  place  a  project, 
which  would  put  sewer  lines  around  the  lake,  on  the  priority  list 
last  week.  If  the  project  went  forward,  the  plant  could  handle 
this  extra  capacity? 

A.  Bacon  -  Yes,  it  could. 

Q.  Moore  -  So,  the  plant  is  designed  to  pick  this  up.  Is  the  town 
paying  for  all  this  reserve  capacity? 
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A.  Bacon  -  Yes  .  .  .  the  grantee  share  .  .  .  because  there  is 
commercial,  industrial,  and  residential,  participation  in  the 
flows  which  go  into  this  plant. 

Q.  Moore  -  Let's  say  industry  were  to  grow — water  and  transit. 
How  much  of  this  gets  factored  in? 

A.  Bacon  -  It  does  get  factored  in.  We  ask  industry  to  tell  us 
their  capacity.  Also,  industry  and  the  community  must  work 
together  because  of  the  very  same  situation  which  we  have  at  the 
treatment  plant  in  Webster  now;  which  is  feeding  in  5  days  of 
flow  loadings,  and  municipal  and  residential  are  coming  in  on  a  7 
day  basis.  Industry  must  distribute  their  load  over  a  7  day 
period  rather  than  5  so  as  to  avoid  a  shock  treatment  load  on 
Monday.  There  is  too  much  variation  in  the  process.  If  you  can 
spread  loadings  over  a  24  hour  period,  you  can  make  treatment 
less  costly  to  run.  In  the  case  of  Webster/Dudley,  we  are  hoping 
to  utilize  some  tanks  in  Dudley  during  peak  hours  and  feed  it  in 
during  down  periods  to  keep  a  constant  loading/inflow. 

Q»  Moore  -  There  has  been  suggestions  that  the  plant  is  over 
designed  and  that  additional  studies  should  be  looked  at;  to 
evaluate  whether  some  elements  of  construction  are  necessary. 

A.  Bacon  -  I  would  like  to  rephrase  your  statement.  There  has 
been  a  question  on  a  couple  of  processes,  not  on  the  capacity  of 
the  treatment  plant.  The  plant  is  a  6  million  gallon/day 
treatment  facility.  Hydraulically ,  there  has  never  been  a  problem 
with  the  plant.  The  loadings--BODs,  suspended  solids, 
phosphorus — have  really  been  the  problem  and  industry  is  the 
biggest  contributor.  The  plant  was  about  80-85%  complete  when  a 
discharge  permit  came  down  from  EPA.  It  was  our  attempt  to  put 
the  treatment  plant  on  line  and  then  determine  what  the 
phosphorus  needs  would  be.  Our  design  indicated  that  there  was  an 
excess  of  phosphorus.  Therefore,  we  would  have  to  put  in  a 
process  to  take  care  of  the  phosphorus  removal.  This  process  was 
put  into  the  permit  without  the  Commonwealth's  knowledge.  We  did 
have  it  changed  a  little  bit  so  it  wasn't  as  stringent.  This 
process  removal  was  based  on  the  Environmental  Impact  Statement. 
Recently,  we  have  heard,  Cranston  Print  Works  has  hired  some 
knowledgeable  people  in  phosphorus  removal  and  the  need  for 
reactor  clarifiers  has  been  brought  into  question.  It  has  been 
demonstrated  to  us  that  they  -reactor  clarifiers-  are  needed  for 
5  or  6  months  of  the  year.  As  long  as  they  are  needed,  we 
participate  (86-87%) .  There  has  been  suggestions  by  Cranston  to 
shut  down  the  job  just  for  a  month  to  study  this  issue.  This 
decision  has  to  come  from  the  community.  DEQE  is  in  the  process 
of  drafting  a  letter  outlining  why  we  would  not  participate  in  a 
separate  study.  We  don't  have  the  money  to  participate  and  we 
wouldn't  normally  participate  in  something  like  this  anyway. 
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Q.  Moore  -  So  what  your  saying  is  that  the  request  by  Cranston 
and  others  to  study  this  issue  would  have  to  be  funded  locally? 

A.  Bacon  -  All  requests  come  through  the  grantee.  We  answer  all 
letters  through  the  grantee  or  community. 

Q.  Moore  -  This  raises  several  issues.  If  the  grantee,  in  this 
case  Webster/Dudley,  wants  to  respond  positively  to  a  study,  they 
themselves  would  have  to  do  it.  Which  runs  into  the  issue  of 
potential  problems  with  the  contractor. 

A.  Bacon  -  Yes,  and  this  decision  to  study  would  not  negate  their 
schedule.  Due  dates  would  still  have  to  be  met. 

Q.  Moore  -  If  the  study  calls  for  a  process  whereby  equipment 
must  be  installed,  and  the  study  was  performed  over  a  month  where 
construction  would  not  have  to  be  stopped,  is  the  potential  for 
impact  of  construction  less? 

A.  Bacon  -  Yes.  If  there  were  enough  elements  for  the  contractor 
to  work  on.  How  it  would  fit  into  the  final  process  of  treatment 
is  difficult  to  predict.  We  are  hoping  to  have  the  treatment 
plant  on  line  so  phosphorus  removal  can  be  tried  in  the  first 
year. 

Q.  Moore  -  As  I  understand  it,  the  issue  is  that  at  one  point 
everyone  was  in  agreement  that  we  could  build  a  plant,  see  how  it 
works,  and  then  look  at  the  phosphorus.  EPA  permits  then  made 
phosphorus  removal  part  of  the  requirement.  Was  there  any 
discussion  on  this  decision  by  EPA? 

A.  Bacon  -  There  was  no  discussion  with  EPA  or  anyone  else. 

Q.  Moore  -  The  only  thing  they  based  this  decision  on  was  a 
model,  which  was  done  with  the  operation  of  the  plant? 

A.  Bacon  -  They  also  used  the  loadings  being  put  in 
it- — information  from  samples. 

Q.  Moore  -  Is  it  possible  that  we  might  build  this  plant  with  all 
the  permit  requirements  and  then  find  the  reactor  clarifier  to  be 
extraneous? 

A.  Bacon  -  Not  really.  One  of  the  problems  with  this  treatment 
plant  was  trying  to  find  out  what  industry's  true  loadings  were 
and  when  they  occurred.  It  must  be  recognized  that  industry 
cannot  be  exact  because  they  don't  know  how  their  orders  are 
going  to  come  in.  After  reviewing  their  loadings  over  the  years, 
it  appeared  that  they  have  heavy  BOD  loadings  during  the  fall. 
The  reactor  clarifiers  would  not  be  used  for  phosphorus  removal 
at  this  time  but  could  be  used  as  a  primary  clarifier  to  reduce 
some  of  the  BOD  loadings. 
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Q.  Moore  -  I  suspect  that  Webster/Dudley  is  unique  in  this 
situation. 

A.  Bacon  -  It  is  unique  because  there  are  three  heavy  water 
industries  in  the  area. 

Q.  Moore  -  Is  it  fair  to  say  that  it  is  not  common  to  be  in  a 
situation  where  we  are  not  certain  that  the  money  being  spent  is 
adequate. . .one  way  or  the  other?  Does  this  situation  occur  in 
other  communities? 

A.  Bacon  -  The  heavy  loadings  being  introduced  by  industry  make 
it  unique.  It  is  important  to  understand  that  DEQE  is  not 
interested  in  what's  coming  in  on  the  permit,  only  what  is  going 
out  on  the  permit.  Also,  as  I  pointed  out  earlier,  there  are  some 
300,000  gallons  not  being  used. 

Q.  Moore  -  Will  additional  residential  units  around  Webster  Lake 
actually  make  the  plant  works  better,  given  the  current  level  of 
industrial  input?  Is  it  better  to  have  a  more  equal  contribution 
between  industrial  and  residential  sources? 

A.   Bacon  -  No,  it  really  doesn't  make  a  difference.  During  the 
evening,  there  isn't  much  going  into  a  treatment  plant.  Big 
residential  uses  take  place  in  the  morning  or  after  work. 
Industry  is  different  because  they  can't  predict  what  will  go 
through  their  machines  from  one  week  to  another,  or  what  type  of 
dyes,  etc.  If  they  could  guarantee  a  steady  loading,  we  probably 
could  have  designed  the  plant  differently. 

I've  heard  the  concern  that  the  town  does  not  want  to  have  to 
come  back  in  5  years  and  redo  this  plant  because  it  isn't  meeting 
permit.  The  town  has  hired  an  engineer  who  has  designed  the  plant 
and  we  have  looked  at  it.  There  have  been  some  changes  since  the 
facilities  plan  but  the  Commonwealth  has  felt  that  all  the 
processes  are  needed.  The  problem  now  lies  with  a  new  study  and 
what  will  come  of  it.  What  if  the  study  has  an  environmental 
impact  or  causes  a  substantial  increase  in  cost  which  would  make 
us  go  back  and  do  another  environmental  assessment,  etc.? 

Q.  Moore  -  What  would  the  study  cost? 

A.  Bacon  -  I  have  no  idea  of  what's  expected  of  this  study. 

Q.  Moore  -  po  you  have  anything  else  you  would  like  to  share? 
A.  Bacon  -  When  you  don't  have  a  good  bidding  climate,  and  you 
have  a  long  linear  treatment  plant  like 

Webster/Dudley — constrained  by  a  river  and  a  railroad — it  makes 
it  rather  costly. 
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Q.  Moore  -  Has  the  agency  done  an  analysis  of  the  increase  in 
costs  attributed  by  the  added  process  of  the  reactor  clarifier? 

A.  Bacon  -  I'm  sure  you've  heard  of  value  engineering.  It  does 
not  look  at  processes,  which  is  being  questioned  right  now.  It 
looks  more  at  how  it  changes  the  size  of  the  unit.  It  looks  at 
the  cost  of  change. 

Q.  Moore  -  One  complaint,  heard  from  earlier  Commission  hearings, 
relates  to  the  Commonwealth's  public  construction  laws. 
Specifically,  there  are  a  number  of  checks  and  balances  which 
have  been  added  during  design,  selection,  and  construction 
periods.  In  terms  of  time,  this  has  been  a  great  contributor  to 
the  cost  of  projects.  What  is  the  relation  of  this  point  to  water 
and  sewer  projects? 

A.  Bacon   -  We  have  had  a  problem  with  Webster/Dudley.  If  we  can 
get  the  funding  issue  straightened  out,  I  will  be  looking  to  make 
a  grant  increase  of  $600, 000-$700, 000  because  of  filed  sub-bid 
action.  We  had  a  contract  issued  with  two  filed  sub-bids  and  when 
it  came  time  to  sign  one  up,  one  went  bankrupt  and  the  other 
reneged.  Hopefully,  the  town  pulled  its  bonds.  There  is  also  a 
lot  of  other  little  things  which  must  be  recognized. 

Q.  Moore  -  Is  it  fair  to  say  that  the  time  it  takes  to  file 
sub-bids  adds  significantly  to  construction  costs? 

A.  Bacon   -  I  don't  think  there  are  very  many  states  in  the  Union 
that  have  filed  sub-bids;  we  are  unique.  I'm  sure  our  bidding 
procedures  do  add  to  the  costs,  especially  when  I  hear  somebody 
doing  a  project  privately  at  50-60%  less  than  what  it  costs  the 
state. 
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Mr.  Roger  Janson,  Chief  of  the  Construction  Management  Section, 
EPA 

Q.  Moore  -  Mr.  Janson,  to  what  degree  do  we  understand  the  change 
from  the  traditional  construction  grants  program  to  a  revolving 
fund?  Is  there  a  certain  year  when  this  transition  goes  into 
effect?  With  which  projects  on  the  priority  list  will  the 
revolving  fund  begin? 

A.  Janson  -  Looking  at  FY  89-90,  the  federal  structure  is  such 
that  there  are  appropriations  both  for  Title  II  (construction 
grant  uses)  or  Title  VI  (state  revolving  fund  programs) .  This  is 
an  option  in  the  law  for  the  Governor  of  a  state  to  request, 
subject  to  certain  percentage  limitations,  the  transfer  of  funds 
from  the  grants  program  into  the  loan  program.  This  option  was 
put  in  for  those  states  who  already  had  a  loan  program  running 
and  wanted  to  get  right  into  the  loan  business  with  a  maximum 
amount  of  money.  An  example  is  the  state  of  Connecticut,  welch 
moved  into  the  loan  program.  They  have  taken  the  maximum  amount 
of  construction  grant  money  and  transferred  it  over  into  a 
capitalized  loan  account.  They  are  operating  fully  under  a  loan 
program  with  a  few  sub-accounts  and  are  using  any  remaining 
construction  grant  money  to  finish  ongoing  projects.  They  have 
about  12  active  grant  projects  left. 

In  Massachusetts,  the  Governor  requested  last  year,  on  the 
assumption  that  we  would  have  a  program  in  place  by  today,  that 
all  FY89,  currently  available,  Title  II  money  be  transferred  to  a 
revolving  loan  program.  Any  remaining  FY88  money  would  be  used  to 
honor  increases  for  a  number  of  communities.  That  is  still  the 
plan  ...  to  transfer  FY89  monies  and  use  approximately  $14 
million  of  FY88  money,  which  must  be  obligated  by  September  30, 
1989,  for  increases  in  active  projects. 

In  other  words,  the  impact  is  such  that  the  state  is  heading 
quickly  towards  implementing  a  state  revolving  loan  program  and 
will  be  de-emphasizing  grants. 

Q.  Moore  -  So,  those  projects  that  are  not  in  construction,  that 
are  being  placed  on  the  priority  list,  would  primarily  be 
involved  with  the  revolving  loan  program? 

A.  Janson  -  Yes,  unless  the  State  program  as  it  is  envisioned, 
would  have  a  state  grant  component;  a  loan  which  would  be 
subsidized  through  an  interest  subsidy  trust  fund  such  that 
depending  on  what  percentage  the  grant  is  and  the  interest 
subsidy,  it  may  have  the  effect  of  being  a  50-70%  grant. 

Q.  Moore  -  Given  the  history  of  the  state's  credit  rating  over 
the  last  6  months,  how  will  this  factor  impact  the  revolving  loan 
program  and  the  projects  it  will  finance? 
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A.  Janson  -  Bonds  are  backed  on  the  assumption  that  they  are 
revenue  bonds  to  be  backed  by  some  form  of  revenue  stream  at  the 
local  level  with  a  dedicated  revenue  source.  This  represents  a 
move  away  from  a  general  obligation  position  held  by  the 
Commonwealth.  Therefore,  if  structured  correctly,  the  loan 
program  should  fare  better  in  the  credit  market  than  the 
Commonwealth.  I've  heard  several  bond  experts  suggest  that  an 
authority  like  the  Massachusetts  Water  Resource  Authority, 
relative  to  the  state,  is  sitting  in  a  better  position  because  of 
its  ability  to  deal  directly  with  its  member  communities  on  a 
revenue  basis — they  have  a  clear  dedicated  revenue  source. 

Q.  Moore  -  I  assume  you  are  not  directly  familiar  with  the  permit 
section? 

A.  Janson  -  No.  I  will  be,  however,  probably  in  4-6  weeks  after 
T/e  reorganize. 

Q.  Moore  -  The  suggestion  is  that  the  permit  section  unilaterally 
determined  that  the  phosphorus  removal  requirement  be  upgraded  in 
the  Webster/Dudley  plant.  Is  that  something  that  is  done  without 
a  lot  of  consultation? 

A.  Janson  -  I  would  say  that  of  the  overwhelming  number  of  cases, 
this  would  not  be  representative  of  how  the  process  is  done.  In 
three  states — Connecticut,  Vermont,  Rhode  Island — the  permits 
program  is  delegated.  In  terms  of  issuance  of  permits,  it  is 
issued  at  the  state  level.  In  Maine  and  New  Hampshire,  EPA  issues 
the  permit.  In  Massachusetts,  both  EPA  and  the  state  issue  the 
permit.  It  is  a  permit  signed  jointly  by  the  Director  of  the 
Division  of  Water  Pollution  Control  and  by  EPA's  Regional 
Administrator. 

If  the  issue  of  phosphorus  removal  came  up,  to  the  extent  that  it 
was  acted  upon  unilaterally  by  EPA,  in  the  end,  the  permit  would 
still  have  to  be  co-issued  by  the  state.  So,  in  fact,  there  would 
have  to  be  substantial  consultation  in  regards  to  this  particular 
requirement. 

Q.  Moore  -  Is  this  issue  something  that  would  be  reason  for  EPA 
to  further  review  their  decision?  Would  they  be  in  the  position 
to  entertain  more  discussion  from  the  town  and  the  state? 

A.  Janson  -  I  would  think  we  would  be  in  the  position  to  listen 
to  any  reasonable  argument  and  work  with  DEQE  in  determining 
whether  the  permit  process  was  faulty. 

Q.  Moore  -  The  indication  received  to  date,  as  far  as  EPA's  side 
of  grant  payments,  has  been  favorable.  A.  Janson  -  I  used  to  be 
deeply  involved  in  the  payment  process,  working  with  all  six 
state  in  New  England.  Our  process  works  in  such  a  way  that  we 
rely  on  the  state  to  review  and  certify  payments  to  us  and  these 
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go  through  an  automatic  processing  mode.  They  are  processed  by  a 
finance  group  on  a  three-times-a-month,  once-a-week,  cycle.  If  we 
find  ourselves  at  the  last  3-4  business  days  of  any  month,  there 
are  certain  treasury  requirements  which  must  be  met.  We  tend  to 
schedule  everything  right  before  the  end  of  the  month  and  then 
start  up  immediately  on  the  first  business  day  of  the  succeeding 
month.  Most  payments  which  are  received  would  generally  be 
processed  in  a  5-8  working-day  parameter.  I  haven't  heard 
anything  from  the  town  as  to  whether  they  had  any  federal  payment 
problems.  In  fact,  across  all  communities,  while  the  state  was 
operating  under  its  assigned  cap,  we  received  little  comment  as 
to  any  slowdown  in  federal  payments. 

Q.  Moore  -  So,  the  cap  had  no  impact  on  federal  reimbursements? 
Do  the  ""feds1"1  have  a  schedule  of  payments  for  each  of  these 
projects?  If  so,  is  it  based  on  information  coming  from  the 
state?  A.  Janson  -  It  is  based  on  the  state  certifying  a  payment 
request  over  to  EPA.  This  form  is  a  SF-271  and  this  is  processed 
automatically.  Generally  speaking,  from  the  time  a  contractor, 
consultant,  or  whoever,  submits  an  invoice  to  the  grantee  in 
request  for  payment,  the  grantee  does  its  local  review  (30-45 
days)  and  certifies  and  submits  it  to  the  state.  In  turn,  the 
state's  turnaround  process  takes  approximately  one  month.  Actual 
payment  normally  takes  about  2-3  months.  This  represents  the  time 
from  which  the  invoice  was  submitted  to  the  grantee  to  the  time 
we  received  certification  and  then  processed  it.  Once  we  send  out 
a  schedule  of  payments,  we  transmit  it  over  the  "Fed-wire"  system 
to  Las  Vegas,  where  it  is  taken  as  a  payment  operation  and 
transferred  to  Treasury,  who,  in  turn,  transmits  it  via  wire  to 
(in  the  case  of  this  region)  our  Kansas  City  processing  center. 
The  checks  are  cut  and  mailed  automatically  out  of  Kansas  City. 
From  the  time  we  schedule  the  payment,  from  the  time  when  the 
recipient  receives  the  check,  is  normally  about  3-4  days 
(excepting  weekends) .  It  is  a  fairly  automated  process.  From  our 
perspective,  the  grantee  need  not  have  reimbursed  all  costs  to 
claim  its  costs.  The  claims,  however,  must  be  currently  due  and 
payable  as  represented  by  an  invoice. 

Q.  Moore  -  On  the  Webster/Dudley  project,  the  "feds"  are  picking 
up  35%  of  the  costs? 

A.  Janson  -  Yes.  We  made  a  35%  grant  and  have  been  making  35% 
grants  in  Massachusetts  since  FY87.  The  Governor,  under  92500  as 
amended,  has  the  right  to  request  an  uniform  lower  federal  share. 
In  the  case  of  Massachusetts,  Rep.  Angelo's  1986  bill  passed, 
which  authorized  $426  million  to  be  used  for  wastewater-related 
projects.  $325  million  of  this  went  to  DEQE's  Water  Pollution 
Control  division  and  the  rest  went  to  other  related  uses.  With 
this  in  hand,  the  Commonwealth  went  to  an  uniform  lower  federal 
share.  This  was  done  in  order  to  access  more  of  the  federal  money 
and  leverage  more  construction  activity  off  the  priority  list. 
The  Commonwealth  was  able  to  reach  farther  down  on  its  priority 
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list  because  it  had  the  state  funds  to  come  up  with  a  55%  state 
grant.  They  were  able  to  get  more  projects  under  way  as  opposed 
to  a  55%  federal  grant. 

Q.  Moore  -  But  the  dollars  coming  to  the  projects  stayed  the 
same? 

A.  Janson  -  The  percentage  of  federal  and  state  dollars  stayed 
the  same.  Where  we  use  to  go  75%  federal  and  10%  state,  then 
65%-35%,  now  it  is  at  35%-55%.    However,  this  is  about  to  end 
with  the  passage  of  the  Water  Quality  Act  amendments  in  February 
1987.  It  will  now  be  a  loan  program. 

Q.  Moore  -  As  far  as  you  can  tell,  even  though  we  are  going  to  a 
loan  program,  will  it  still  operate  on  a  reimbursement  basis? 

A.  Janson  -  We  will  no  longer  be  making  any  direct  assistance  or 
payments  to  a  municipal  level.  Under  the  loan  format,  we  will  be 
making  a  capitalization  grant  to  an  instrumentality  of  the  state 
to  capitalize  a  revolving  fund.  Through  this,  the  state  will  make 
assistance  available  in  the  form  of  loans,  guarantees,  purchase 
bond  insurance,  or  set  up  a  reserve  fund  to  leverage  the  funds  to 
make  more  money  available  from  the  financial  markets.  The 
Commonwealth,  however,  will  stick  with  loans  primarily.  The  state 
or  instrumentality  will  make  loans  to  recipients  for  the  project. 
The  recipient  would  then  go  out  and  essentially  construct  the 
project.  They  would  then  pay  the  loan  back  over  a  period  of  20 
years,  commencing  one  year  after  the  project  initiates 
operations.  Under  this  format,  we  will  pay  the  fund  [the  state] 
by  a  letter-of-credit  process;  wherein  we  will  establish  ceilings 
over  a  period  of  8  quarters  .  .  .  the  ultimate  ceiling  not  to 
exceed  the  grant  amount.  That  ceiling  is  negotiated  with  each 
state  instrumentality  based  upon  an  intended  use  plan--a  schedule 
of  projects  coming  up  for  construction  and  a  projected  cash  draw 
for  those  projects.  If  the  end  recipient  comes  to  the 
instrumentality  and  presents  a  bill,  then  the  instrumentality 
would  go  to  its  financial  institution,  who  would  in  turn  request 
the  money  over  the  federal  wire  system.  The  federal  wire  system 
has  approximately  a  24  hour  turnaround  time  in  which  it  verifies 
that  there  is  money  in  that  particular  account  .  .  .  which  would 
be  the  letter-of-credit  account  we  would  maintain.  The  lending 
institution  would  then  automatically  be  paid  and,  at  the  request 
of  the  instrumentality,  would  pay  the  recipient.  It  is  important 
to  remember  that  this  is  one  variation.  There  will  be  a  number  of 
variations  in  each  state. 

Q.  Moore  -  At  this  point  in  time,  the  projects  have  been  under 
the  grant  process.  Your  agency  directly  reimburses  its  share  of 
the  grant.  If  the  money  now  comes  through  some  state  loan  fund, 
is  it  legitimate  to  be  concerned  that  this  could  be  capped? 
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A.  Janson  -  In  order  to  have  a  fund  that's  acceptable  and 
approved  by  EPA,  under  the  requirements  of  Title  VI  of  92500  as 
amended,  we  require  a  minimum  2  0%  state  match  to  our  grant.  We 
give  the  Commonwealth  $80  million  and  it  must  match  with  at  least 
$16  million.  Any  excess  funds,  above  and  beyond  -16  million, 
could  be  held  in  a  separate  account,  apart  from  the  federally 
capitalized  funds.  So,  depending  on  what  your  frame  of  reference 
is,  the  federal  requirements  are  attached  to  a  minimum  amount  of 
money  made  available  in  the  larger  water  pollution  control 
effort. 

The  state  of  Connecticut  illustrates  this  exactly.  They  put  some 
significant  capital  within  the  umbrella  of  their  clean  water  fund 
but  outside  the  smaller  umbrella  of  the  federally  capitalized 
account.  This  way,  federal  requirements  are  not  attached  to  that 
specific  sum  of  money. 

The  reason  I  point  this  out  is  because  once  we  give  our  money  to 
the  state,  its  their  program.  If  there  were  a  cap  on  the  20% 
state  match,  or  even  a  state  cap  on  our  80%  grant,  then  we  would 
look  at  our  letter-of-credit  in  the  fund  and  look  at  the  rate  the 
state  is  ultimately  drawing  cash.  If  it  was  determined  that  there 
was  a  zero  ceiling  on  being  able  to  pay  bills  for  that  year,  and 
if  this  significantly  frustrated  the  level  of  construction,  then 
we  would  look  at  the  operation  of  the  fund  and  probably  suggest 
some  remedial  action  within  our  limits. 

Q.  Moore  -  My  concern  is  that  if  I  were  a  creative  Secretary  of 
Administration  &  Finance,  I  would  take  your  money  and  earn 
interest  on  it  and  pay  it  out  at  the  same  rate  I'm  paying  out  the 
state  money,  which  obviously  is  not  fast  enough. 

A.   Janson  -  We  require  that  when  you  assume  a  minimum  fund  at  a 
ratio  of  83%  federal  and  17%  state,  you  must  maintain  this  ratio 
throughout  the  cash  draw  process.  If  we  found  that  no  state 
dollars  were  being  paid  out  and  a  state  was  just  drawing  on 
federal  dollars,  we  would  have  a  real  concern  which  we  would  have 
to  deal  with. 

Q.  Moore  -  So,  the  state  can  not  spend  the  federal  first? 

A.   Janson  -  That's  correct.  Unless,  for  example  you  do  what 
Connecticut  did,  which  is  to  take  all  of  the  state's  minimum 
match  and  fund  one  project  with  it.  This  is  moving  far  ahead  of 
the  draw  down  of  the  federal  money.  If  this  is  done,  when  you  do 
get  a  draw  down  on  a  federally  subsidized  loan  project,  you  can 
pay  this  100%  with  the  federal  money  as  long  as  the  sum  of  the 
federal  grant  and  the  state  match  proceeds  at  83%  to  17%  or 
better. 

Q.  Moore  -  Is  there  anything  you  would  like  to  add? 
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A.  Janson  -  Yes.  One  note  that  I  made  was  in  regards  to  a 
question  you  asked  earlier  relative  to  innovative/alternative 
funds.  One  thing  the  Commonwealth  has  done  very  well  is  to  use 
that  money. 

On  the  loan  side,  some  of  the  requirements  that  a  recipient  must 
go  through  would  be;  examining  the  potential  for  recreation  uses 
and  open  space,  cost-effectiveness,  use  of  innovating/alternative 
technologies  on  a  project.  However,  there  is  no  separate  bonus 
pool  of  money  within  the  loan  format  to  deal  exclusively  with 
innovative/alternative  technologies . 

Q.  Moore  -  The  suggestion  has  been  made  that  because  there  is 
some  uncertainty  as  to  the  impact  of  the  reactor  clarifier  in 
phosphorus  removal  in  the  Webster/Dudley  project,  and  because 
this  was  something  that  EPA's  permit  section  felt  strongly  enough 
about  to  mandate  without  allowing  enough  reaction  time,  that  it 
should  be  eligible  for  innovative/alternative  funding. 

A.  Janson  -  If  this  portion  of  the  project  is  deemed  to  be  an 
innovative  or  alternative  process. 

Q.  Moore  -  Who  determines  that? 

A.  Janson  -  The  grantee  submits  a  request  to  the  state  for 
additional  funding  based  on  that  process  being 
innovative/alternative.  Alternative  processes  are  defined  by 
statute  925000.  Innovative  processes  must  pass  certain 
requirements;  they  may  be  no  more  than  15%  more  costly,  have  a 
certain  amount  of  risk  involved,  and  may  be  process-proven  in 
industry  but  never  applied  in  a  municipal  wastewater  setting.  The 
reason  for  requiring  risk  is  because  the  law  ascribes  certain 
protections  for  taking  that  risk.  Additional  bonus  money  can  be 
received  if  it  is  found  that  the  innovative/alternative  portion 
of  the  project  failed  within  the  first  two  years  of  operation. 
This  bonus  money  comes  in  the  form  of  a  100% 
modification/replacement  grant  and  is  only  awarded  if  no 
negligence  was  involved. 

Q.  Moore  -  What  happens  if  the  town  makes  the  request  and  the 
state  suggests  that  it  fits  its  criteria  for 
Innovative/Alternative  funding? 

A.  Janson  -  We  would  look  at  the  request  to  increase  the  grant, 
provided  there  is  money  available  to  do  so.  That  is  something 
that  EPA  could  verify  relatively  easily  with  DEQE. 
I  would  like  to  make  two  other  comments,  if  I  may.  First  of  all, 
relative  to  the  issue  of  filed  sub-bids,  I  believe  that  Delaware 
is  the  only  other  state  in  the  Union  that  has  a  filed  sub-bid 
law.  My  second  comment  relates  to  wastewater  needs  outside  of  the 
MWRA  service  area.  The  1988  needs  survey  conducted  by  EPA,  which 
was  presented  before  Congress,  illustrates  a  significant 
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wastewater  need  in  Massachusetts,  through  design  year  2008,  of 
approximately  $7  billion,  in  design  year  dollars.  This  need 
exists  in  places  like  New  Bedford  ($.25  billion),  South  Essex 
sewage  district  (-.25  billion),  and  Springfield.  It's  estimated 
that  with  full  federal  appropriations  against  Title  VI 
authorizations,  Massachusetts  will  get  somewhere  in  the  vicinity 
of  a  $300  million  capitalization  grant.  It  is  easy  to  see  that 
our  capitalization  grant  seed  money  and  a  minimum  17%  state  match 
will  not  come  close  to  meeting  these  needs. 
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Mr.  Robert  J.  Norwood,  President,  New  England  Water  Pollution 
Control  Association 

Norwood  -  I  am  president  of  NEWPCA  and  Administrator  of 
Connecticut's  revolving  loan  program.  At  this  time,  I  would  like 
to  offer  to  the  Commission  some  table  prepared  by  NEWPCA.  This 
organization  works  closely  with  the  National  Governor's 
Association  and  tries  to  influence  federal  legislation.  I  must 
point  out  that  the  water  pollution  lobbying  effort  on  the 
national  level  is  extremely  weak.  They  do  have  some  influence, 
but  in  general  its  very  poor,  which  is  further  illustrated  by  the 
amount  of  money  appropriated  versus  the  actual  need. 

I  have  a  table  here  which  illustrates  the  need  in  New  England 
through  1990-1994.  This  table  corresponds  to  the  federal  phase 
out  .  .  .  with  federal  funds  representing  only  10%  of  the  need. 

It  must  be  noted  that  Massachusetts  isn't  unique.  There  exists  a 
tremendous  wastewater  need  in  New  England,  and  throughout  the 
country,  and  it  isn't  really  being  addressed. 
The  next  table  I  have  here  demonstrates  the  effect  that  the 
federal  budget  proposals,  made  by  the  Bush  Administration,  will 
have  on  the  wastewater  program.  It  is  apparent  that  the 
authorization  levels  are  low,  compared  to  the  need.  In  fact,  they 
are  talking  of  phasing  out  the  program  in  1992  rather  than  1994. 
The  funds  they  plan  to  appropriate  are  about  40%  of  what  they 
were  authorized.  Obviously,  this  passes  the  burden  down  to  the 
state  and  local  levels. 

I've  heard  a  lot  of  discussion  about  the  payment  process  in 
Massachusetts  and  I  would  like  to  share  with  you  how  we  developed 
our  loan  program  to  satisfy  the  concerns  of  our  municipalities. 

The  municipalities  were  very  concerned  with  how  they  would 
receive  their  grant  dollars.  We  developed  a  loan  program  with 
much  broader  eligibility  standards.  The  loan  includes  even  the 
interest  on  borrowing,  if  they  had  to  borrow  the  money.  We  set  up 
our  program  to  be  their  bank.  We  promised,  through  contract,  to 
make  progress  payments  within  11  working  days  of  their  submittal. 
We've  been  able  to  pass  money  through  to  municipalities  in  a 
timely  fashion  and  the  municipalities  do  not  have  to  borrow 
money.  It  does,  however,  cause  tremendous  problems  with  state 
government  because  the  bureaucracy  has  a  hard  time  with  it  and  it 
also  requires  that  state  to  do  some  innovating  things  in  terms  of 
compliance  with  tax  laws.  One  must  recognize  that  in  the  same 
year  that  the  loan  program  passed,  amendments  to  the  tax  laws 
were  also  passed  which  contained  about  2000  pages  dealing  with 
tax-exempt  financing.  State  and  local  shares  of  wastewater 
treatment  plants  are  traditionally  tax-exempt.  However,  the 
amount  of  regulations  that  have  been  placed  on  tax-exempt 
financing  is  tremendous.  I  suspect  that  Massachusetts  is 
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withholding  money  to  its  municipalities  because  of  something  to 
do  with  the  tax  law.  I  suspect  that  they  opened  the  gate  and  paid 
projects  and  the  end  of  the  fiscal  year  because  of  a  bond  issue; 
bonds  had  been  sold  within  six  months  of  that  period.  The  first 
six  month  of  a  bond  being  sold  are  not  subject  to  arbitrate 
rebate  provisions.  After  six  months  you  must  keep  records,  which 
I  don't  think  there  are  enough  people  in  the  bureaucracy  to  keep. 

I  would  also  point  out  that  the  lobbying  effort  at  the  state 
level  is  woefully  weak.  Every  year,  when  lobbying  for  state 
dollars,  the  only  support  you  can  get  are  those  projects  which 
are  ready  to  be  funded  that  specific  year.  The  person  who 
received  funds  last  year  doesn't  speak  up. 

Briefly,  I  will  describe  Connecticut's  revolving  loan  program.  It 
is  a  2%  loan.  Basically,  there  is  a  20%  grant  for  non-CSO 
projects  and  a  50%  grant  for  CSO  projects.  The  2%  loan  is  to  be 
paid  over  20  years. 

We  went  to  the  Legislature  this  year  and  asked  that  we  raise  the 
loan  rate  to  4%.  We  also  dropped  grants.  The  basic  reason  was 
that  the  Legislature  made  a  $40  million  a  year  commitment  to 
wastewater  but  we  needed  to  spend  about  $180  million  a  year  to 
keep  pace  with  the  court  orders.  By  raising  the  loan  rates,  the 
state  will  be  able  to  issue  revenue  bonds,  which  is  really  the 
fund.  Revenue  bonds  would  be  issued  based  on  the  full  faith  and 
credit  of  the  municipalities  borrowing  and  interest  earned  on 
state  contributions  to  the  fund.  We  believe  that  a  combination  of 
this  raise,  plus  the  state  putting  more  money  into  the  clean 
water  fund,  will  allow  enough  money  to  be  spent  to  keep  pace.  Our 
need  is  perhaps  $2  billion.  In  order  to  keep  pace  with  inflation, 
we  need  to  spend  at  least  $100  million  per  year. 

I  must  point  out  that  the  concept  of  a  revolving  loan  program 
will  help  close  the  gap  more  that  the  traditional  grant  program 
did.  Repayments  to  the  fund  will  generate  another  revenue  stream. 
The  traditional  grant  program  was  fueled  by  the  idea  of  infusing 
a  lot  of  money  to  catch  up,  but  we  never  caught  up  because  not 
enough  money  was  ever  supplied. 

I  am  familiar  with  the  Webster/Dudley  project.  I  was  involved 
with  this  project  in  its  inception  when  I  worked  in  the  Northeast 
part  of  Connecticut.  The  paint  literally  peeled  off  buildings  in 
Thompson  Connecticut  because  of  the  stench  and  sulfates  that  came 
out  of  the  river. 

Q.  Moore  -  What  is  you  current  position  with  DEP  in  Connecticut? 

A.  Norwood  -  I  administer  grant  and  loan  programs.  I  would  point 
out  that  the  Webster/Dudley  project  is  typical  in  that  it  was 
originally  estimated  to  cost  $10  million  and  turned  out  to  be 
finally  estimated  at  $33  million.  It  has  been  inflated  by  a 
factor  of  3-3.5  times  the  original  and  part  of  the  problem  is 
that  it  takes  3  years  to  build  or  rebuild. 

Ill 


The  biggest  problem  we  face  is  finding  a  way  to  explain  to  people 
that  we  need  to  spend  a  lot  more  money.  You'll  find  that  when  the 
public  is  polled,  they're  willing  to  spend  for  water  and  air 
pollution,  yet  our  governments  seem  always  able  to  cut  that 
expenditure.  My  point  is  that  we  put  tremendous  pressure  on 
industry  in  general  and  we  make  industry  do  a  lot  of  things,  but 
government  is  lagging  behind. 

Q.  Moore  -  The  figures  you  provided  are  the  Connecticut  share  of 
federal  funding?  You  are  showing  a  declining  percentage? 

A.  Norwood  -  That  is  Connecticut's  share  of  the  fed's  budget 
proposal.  They're  proposing  to  phase  out  the  loan  program  in  1992 
rather  than  in  1994. 

Q.  Moore  -  They  are  sending  federal  money  to  states;  to  their 
capitalization  funds,  for  that  period  of  time? 

A.   Norwood  -  Right.  The  relative  percentage  would  be  the  same 
for  Massachusetts  as  it  is  for  Connecticut.  Approximately  $39 
million  out  of  $100  million.  If  that  scenario  plays  out,  then 
Massachusetts  will  receive  about  40%  of  what  is  authorized.  I 
believe  it  will  be  higher  but  the  administration  is  actually 
heading  in  a  direction  of  cutting  expenditures  and  getting  out  of 
the  program  sooner.  On  a  national  level,  the  need  for  water 
pollution  control  is  approximately  $118-$120  billion,  but  the 
federal  government  is  funding  at  about  $2.4  billion  a  year  full 
authorization.  This  is  not  even  covering  the  inflation.  It's 
probably  a  hindrance  to  solving  water  pollution. 

Q.  Moore  -  If  the  federal  government  were  to  reduce  its 
contributions  to  the  loan  program,  would  this  shift  the  burden  to 
states  and  municipalities? 

A.  Norwood  -  In  Connecticut,  there  is  a  very  delicate  balance 
between  state  and  local  levels.  We  don't  have  proposition  2  1/2, 
so  perhaps  there  is  less  pressure  on  the  state  to  provide  the 
major  share. 

Q.  Moore  -  Does  Connecticut  use  a  first-in/first-out 
reimbursement  system? 

A.  Norwood  -  We  have  not  had  that  problem.  In  general,  we  would 
try  to  process  payments  that  are  oldest  in  the  office,  but  the 
state  hasn't  reneged  on  its  promises.  My  experience  would  be  that 
the  closest  parallel  is  when  developing  the  new  program,  the 
municipalities  asked  us  to  be  their  bank.  We  lend  them  cash  and 
they  don't  borrow  from  anyone  else. 

Q.  Moore  -  Do  you  have  any  preference  to  those  municipalities 
under  court  order  or  are  there  so  many  that  it  makes  little 
difference? 

112 


A.  Norwood  -  Last  year  we  went  to  the  Legislature  to  ask  for 
money  to  reach  the  court-ordered  projects.  However,  I  can't  see 
placing  this  as  a  priority.  There  is  a  logical  argument  not  to. 
In  general ,  the  towns  that  are  under  court  order  have  not 
willingly  complied.  I  would  not  want  to  penalize  the  towns  that 
have  willingly  complied  in  favor  of  the  ones  we  had  to  go  court 
with  to  get  them  to  do  the  necessary  work.  I  think  we  should  give 
incentives,  if  anything,  to  the  wrong  compilers.  I  do  feel, 
however,  that  the  state  has  a  strong  obligation  to  fund  those 
projects  under  court  order. 
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Mr.  Charles  Deren,  Chairman,  Dudley  Board  of  Sewer  Commissioners 

Q.  Moore  -  Mr.  Deren,  what  has  been  your  experience  with  this 
project? 

A.  Deren  -  Right  now,  I  do  not  have  a  lot  to  comment  on  since  all 
the  work  is  being  done  on  the  Webster  side,  but  in  the  very  near 
future,  the  contractor  will  begin  work  on  the  Dudley  side.  As  you 
know,  Webster  is  the  lead  town  in  this  project. 

Q.  Moore  -  At  your  stage  of  the  operation,  Dudley  is  working  on 
the  existing  plant? 

A.  Deren  -  All  we  are  going  to  have,  once  construction  begins, 
will  be  two  equalization  tank  and  an  update  of  the  clarifier 
because  Webster  will  process  our  sewage.  So,  we  have  no  payments 
coming  because  we  have  no  work  done. 

Q.  Moore  -  Does  the  town  anticipate  expansion  of  the  system 
within  Dudley? 

A.  Deren  -  Yes.  Since  March  6,  1979,  the  state  has  put  a 
moratorium  on  extended  sewer  lines.  So,  for  the  last  10  years,  we 
haven't  been  able  to  extend  our  sewer  lines.  We  were  having  a  lot 
of  problems  in  Dudley  due  to  the  number  of  septic  systems  people 
have,  which  cause  wet  areas.  These  systems  need  to  be  replaced 
but  there  is  no  where  to  replace  them.  Naturally,  people  look  for 
sewer  lines  but  we  are  unable  to  give  them  because  of  the 
moratorium. 

Q.  Moore  -  The  state  folks  have  indicated  that,  at  some  point, 
expansion  around  Webster  Lake  will  be  accommodated  by  the  new 
plant.  Is  there  any  room  for  expansion  reserved  for  Dudley? 

A.  Deren  -  We  are  very  pleased  with  the  amount  of  expansion  they 
gave  us. 

Q.  Moore  -  Did  the  loss  of  Deary  Brother's  Dairy  have  an  impact 
on  Dudley  regarding  this  project? 

A.  Deren  -  If  they  were  in  business  now,  I'm  sure  we  would  get 
much  more  grant  money  from  the  state. 

Q.  Moore  -  So,  Dudley  is  essentially  a  residential  user? 

A.   Deren  -  Yes.  We  will  not  allow  a  wet  industry  to  come  into 
town.  So,  whatever  extensions  are  made  will  be  residential. 

Q.  Moore  -  And  the  plant  is  designed  to  accommodate  those 
priority  areas? 
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A.  Deren  -  Yes. 

Q.  Moore  -  How  much  in  the  way  of  users  are  we  talking? 

A.   Deren  -  I  don't  know.  I  think  they  gave  some  75,000  gallons 
in  reserve. 

Q.  Moore  -  How  many  units  could  that  accommodate? 

A.  Deren  -  200-300  homes. 

Q.  Moore  -  That  would  go  to  existing  units,  not  new  development? 

A.  Deren  -  Those  would  go  to  existing  units.  We  are  holding  back 
on  new  developments  because  people  have  been  paying  taxes  for 
3  0-4  0  years  and  now  that  they  are  in  trouble,  we  want  to  help 
them  first.  Also,  the  state  has  the  557  program,  of  which  we  are 
on  the  priority  list  for  the  New  Boston  Road  project.  We  were  on 
the  fundable  list  but  the  town  wouldn't  override  proposition  2 
1/2. 

Q.  Moore  -  Is  there  anything  else  you  would  like  to  add? 

A.   Deren  -  The  only  thing  is  when  will  the  moratorium  be  lifted? 
It  has  been  over  10  years. 

Q.  Moore  -  I  believe  the  moratorium  is  linked  to  the  construction 
of  the  plant.  So,  the  moratorium  would  come  off  when  the  new 
plant  is  on  line.  In  relation  to  the  areas  which  will  need  sewer 
lines  in  Dudley,  once  the  moratorium  is  lifted,  will  engineering 
be  needed? 

A.  Deren  -  The  engineering  is  all  done  on  the  new  Boston  Road 
project  and  the  Mason  Road  extensions. 

Q.  Moore  -  You  would  be  ready  to  go  once  the  plant  is  open? 

A.  Deren  -  Yes,  as  soon  as  we  get  money  from  the  state. 

Moore  -  Therefore,  Dudley  needs  the  plant  to  open,  so  the 
moratorium  will  be  lifted,  then  it  needs  the  grant  money  from  the 
state.  Thank  you  Mr.  Deren. 
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Mr.  Philip  Robert,  Superintendent ,  Webster/Dudley  Sewer  Treatment 
Plant 

Robert  -  Essentially,  my  involvement  is  such  that  regardless  of 
how  the  plant  is  built,  when  the  dust  settles,  I  have  to  make  it 
work.  I  am  not  involved  in  the  financing  of  this  project. 

I  must  stress  that  we  are  building  a  20  year  plant  and  we  have  a 
five  year  permit.  It  would  only  seem  logical  to  stretch  the 
permit  a  bit,  so  they  are  both  functional  at  the  same  time. 

Q.  Moore  -  What's  your  reaction  to  the  reactor  clarifier  issue? 
Have  you  ever  dealt  with  this  technology? 

A.  Robert  -  I  have  never  had  any  firsthand  experience  with  any  of 
the  processes,  but  I've  heard  testimony  from  expert  on  both 
sides.  As  outlined  by  both  sides,  both  operating  procedures  will 
work.  When  I  say  both  procedures  I'm  referring  to  either  using  a 
reactor  clarifier  or  adding  metal  salts  at  different  points  in 
the  process.  We  have  a  tremendous  amount  of  professional  opinion. 
At  this  point,  nothing  is  being  built  into  the  plant  that,  if 
operated  properly,  would  cause  us  to  violate  our  permit. 
Cranston  Print  Works  is  spending  a  tremendous  amount  of  money  to 
correct  the  problems  in  its  own  facility  and  this  will  make  a 
major  impact  on  our  operations.  In  essence,  as  Cranston  Print 
Works  goes,  so  goes  the  operation  of  our  treatment  plant  because 
they  are  such  a  major  contributor. 

Q.  Moore  -  Do  you  think  you'll  be  able  to  accommodate  what  people 
from  the  state  were  saying  earlier  about  having  loadings  occur  on 
a  more  even  basis  .  .  .  over  7  days  instead  of  5  days? 

A.  Robert  -  I  believe  so.  Right  now,  Cranston  is  making  major 
efforts  toward  that  direction.  There  is  some  redundancy  built 
into  the  Webster/Dudley  facility.  I  believe  that  when  all  is  said 
and  done,  the  facility  will  work  as  it  is  designed. 

Q.  Moore  -  Is  the  construction  of  the  project  on  schedule? 

A.  Robert  -  Some  areas  are  ahead  of  schedule  and  some  areas  are 
behind.  By  the  end  of  the  construction  year,  however,  they  are 
planning  to  catch  up  in  the  areas  that  are  behind  and  perhaps  be 
slightly  ahead. 

Q.  Moore  -  When's  the  due  date? 

A.  Robert  -  I  believe  the  ribbon-cutting  is  in  September,  1990. 
But  the  current  plan  is  to  have  all  major  below-ground  concrete 
work  done  this  season. 


116 


Q.  Moore  -  So,  construction  has  moved  forward  despite  lack  of 
funding? 

A.  Robert  -  Yes.  At  this  point,  they  have  between  80-120  people 
on  site  on  any  given  day. 

Q.  Moore  -  Are  there  penalties  on  their  part  if  they  don't 

comply? 

A.  Robert  -  I  believe  there  are  penalties  for  noncompliance  and 
per  day  penalties  for  other  violations. 
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Mr.  Rodney  Klebart,  Chairman,  Webster  Sewer  and  Water  Advisory 
Committee. 

Q.  Moore  -  The  issue  of  the  reactor  clarifier  seems  to  be  an  area 
where  people  have  expressed  reservations  as  to  its  usefulness  and 
reliability,  given  its  cost.  There  have  been  suggestions  that 
this  be  looked  at  more  closely  through  study.  What  is  your 
opinion? 

A.  Klebart  -  In  the  permit,  we  originally  had  an  agreement  with 
the  state  of  Connecticut,  as  well  as  Massachusetts,  that  we  put 
in  the  test  unit  and  then  see  if  we  need  the  sewer  equipment  for 
phosphorus  removal.  The  last  permit,  we  have  letters  from  EPA, 
Massachusetts,  and  Connecticut,  that  phosphorus  equipment  must  be 
put  in.  As  a  result,  three  systems  were  presented  to  EPA  and  the 
state,  and  the  reactor  clarifier  solution  was  recommended.  The 
main  advantage  is  that  it  has  more  than  one  use.  It  can  further 
be  used  as  a  straight  clarifier,  which  would  help  in  the  winter. 
It  also  can  be  used  to  add  metal  salts.  Experts  have  different 
opinions.  Stopping  this  process  can  cost  us  money  with  the 
contractor  and  further  delay  the  project.  My  own  opinion  is  that 
we  should  go  along  with  it.  Although  it  is  a  fairly  expensive 
unit,  compared  to  the  total  cost  of  the  project,  it  really  isn't 
that  substantial. 

Q.  Moore  -  If  the  town  had  gone  out  and  tried  to  get  a  better 
price,  as  far  as  re-bidding,  might  this  have  led  to  an  increase 
in  costs? 

A.  Klebart  -  We  could  have  easily  gone  over  the  time  limit  for 
getting  the  grant  for  the  next  fiscal  year.  We  then  would  have 
had  real  problems.  I  would  like  to  point  out  that  the  contractor 
has  been  behind.  They  have  completed  roughly  28-29%  of  the 
project.  There  have  been  real  problems  with  the  weather,  but, 
over  the  last  3-4  weeks,  there  has  been  a  big  step  taken  forward. 
Their  intent  is  to  finish  one  month  ahead  of  schedule. 

Q.  Moore  -  Will  the  contractor  run  some  type  of  tests  before  they 
actually  go  on-line? 

A.  Klebart  -  Yes.  It  must  meet  our  specifications  and 
requirements.  In  addition,  the  contractor  is  responsible  for  the 
plant  running  for  one  year. 
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Mr.  Michael  C.  Wood,  Town  Administrator,  Town  of  Webster. 

Wood  -  I  would  like  to  start  by  addressing  a  few  points 
previously  mentioned  this  morning. 

Mr.  Norwood  made  quite  an  interesting  comment  in  regards  to 
lobbying  for  money  for  wastewater  pollution  control.  I  think  it 
would  help  all  of  us  if  someone  would  look  into  the  efficient 
construction  of  plants  rather  than  simply  trying  to  gain  more 
money  for  plants.  The  bidding  processes  in  this  state  are 
somewhat  cumbersome  and  inefficient.  I  think  that  taxpayers  would 
be  more  appreciative  if  someone  did  recommend  changes  so  that 
when  construction  of  a  project  like  Webster/Dudley  does  occur,  it 
is  done  in  a  cost-effective  manner,  not  in  a  manner  tied  to 
bureaucratic  or  procurement  processes.  We've  heard  that  there  is 
a  sub-bidder  process;  a  pre-qualif ication  process.  There  are  also 
prevailing  wage  rates  which  add  to  inflated  costs  of  plants,  as 
well  as  the  bidding  climate. 

As  I  see  the  whole  process  of  the  Webster/Dudley  wastewater 
treatment  plant  and  its  satellite  programs,  there  are  three 
realities  which  run  parallel  to  each  other  which  will  certainly 
impact  the  towns,  its  industries,  and  its  residents.  The  first  is 
the  treatment  plant  itself,  and  the  efficiency  of  what  we  are 
designing  into  that  plant.  The  second  is  the  unknown  costs  welch 
we  are  required  to  do  under  the  consent  decree  but  which  there  is 
no  currently  known  price  tag.  Finally,  the  fact  that  the  state 
has  been  unable  to  deal  with  its  financial  problems  in  funding 
related  wastewater  programs. 

Having  said  this,  I  would  like  to  utilize  a  series  of  letters, 
which  I  have  sent  out  in  the  past,  to  outline  the  financial 
aspects  of  this  project  and  the  relationship  between  the  state 
and  town.  I  sent  a  letter  to  Mr.  Paul  Taurasi  on  April  28,  1987. 
The  letter  detailed  the  fact  that  the  town  o-  Webster  could  not 
endorse  the  first-in/first-out  policy.  We  could  not  financially 
support  the  impact  of  the  state  not  financing  our  project  in  a 
timely  manner.  Along  with  that  letter,  I  sent  a  copy  of  a  letter 
to  Sheila  Cheimets,  Executive  Director  of  Massachusetts  Municipal 
Association,  which  spells  out  our  problems  with  financing  this 
plan.  To  paraphrase:  the  Internal  Revenue  code  of  1986, 
previously  mentioned  by  Mr.  Norwood,  incurs  the  same  types  of 
problems  to  the  town  of  Webster  as  to  the  state.  We  must  disperse 
our  money  within  a  six  month  period  or  lose  the  authority  to 
retain  our  interest  payments.  Because  of  this  law,  the  total 
financing  of  a  municipality  (including  sewer,  water,  and  any 
other  bonds  or  items  that  must  be  borrowed  for)  are  impacted 
because  of  this  project.  We  have  a  $5  million  and  $10  million 
dollar  threshold  that  we  have  to  meet.  Both  of  these  will  be  a 
serious  impact  to  the  overall  community  in  that  once  you  pass  the 
$10  million  threshold,  you  have  to  spend  your  money  in  a  certain 
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period  of  time  or  you  will  be  required  to  rebate  all  interest 
money  accumulated. 

Unfortunately,  it  is  very  difficult  for  us  to  stay  under  this  $10 
million  threshold  with  no  reimbursements  coming  in.  Also,  we  have 
no  idea  on  how  to  plan  our  finances.  We  have  had  two  or  three 
different  schedule  of  payments  and  two  or  three  different 
projections  by  our  financial  consultants  on  what  those  payments 
versus  construction  costs  will  be.  We  have  no  way  of  consistently 
managing  our  financial  program  relating  to  this  program  or  any 
other  debt  projects  which  have  been  incurred. 

Another  point  made  in  my  March  24,  1989  letter  is  that  we  don't 
really  know  what  is  happening  when  we  submit  items  to  the  state. 
I  know  that  we  have  a  consulting  group  we  use  to  process  our 
payments  and  as  far  as  I  know  they  do  a  good  job.  We  don't  know, 
however,  if  the  paperwork  has  been  received  in  a  lot  of  cases.  We 
don't  know  its  status.  Barring  this  lack  of  knowledge  one  step 
further,  we  have  made  a  number  of  requests  to  the  state  for 
change  orders  in  the  projects — all  of  which  could  be  fundable  by 
the  town  at  100%  over  what  we  already  have  committed  for  this 
project.  We  don't  feel  that  is  satisfactory  that  we  submit  these 
documents  to  the  state  and  not  have  answers  for  many,  many 
months.  Some  requests  were  submitted  over  6  months  ago  and  we 
have  not  been  told  were  we  stand.  Yet,  we  must  make  decisions  in 
the  field. 

Referring  to  the  innovative/alternative  money,  in  March,  1988,  we 
submitted  a  request  to  DEQE  for  alternative  money.  We  feel  we 
deserve  consideration  for  this  account  because  of  the  reactor 
clarifier  which  must  be  used  in  this  project.  There  is  a  July  21, 
1989  deadline  to  have  input  before  money  in  the 
innovative/alternative  account  is  moved  from  one  program  to 
another.  The  original  request,  addressed  to  Mr.  Bacon,  DEQE,  was 
made  in  March  of  last  year.  The  town  has  not  been  given  a 
response.  I  feel  that  there  must  be  a  level  of  cooperation  and 
response,  especially  since  the  request  was  made  over  15  months 
ago.  The  money  is  now  in  danger  of  being  moved.  If  we  do  qualify, 
then  we  deserve  it.  We  have  certainly  done  our  part  and  submitted 
the  necessary  information  and  I  believe  it  is  now  incumbent  upon 
the  state  to  respond  in  a  timely  manner.  If  we  lose  this  money,  I 
put  part  of  the  blame  on  the  state. 

When  I  came  into  the  town  of  Webster,  I  had  the  "luxury"  of  not 
being  "responsible"  for  the  situation  that  the  town  is  currently 
in.  From  the  time  I  took  over,  I  have  been  coordinating 
activities  on  all  fronts.  I  have  had  the  opportunity  to  sit  back 
and  to  judge  what  looks  logical,  not  logical,  etc.  It  is  my 
opinion  that  this  project  has  moved  along  in  a  haphazard  and 
disjointed  way.  We  have  gone  along  in  this  process  slowly,  trying 
to  hit  all  the  necessary  points  so  this  project  is  reasonable  and 
effective.  Every  comment  that  I've  heard,  however — outside  of 
those  immediately  involved — has  alluded  to  the  notion  that  this 
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project  is  not  as  well  thought  out  as  it  could  be.  Many  also  feel 
that  the  project  should  be  reviewed  more  closely  before  it  moves 
ahead.  When  I  speak  of  those  immediately  involved,  I  mean  the 
consulting  firm  of  Fay,  Spofford,  and  Thorndike,  EPA,  and  DEQE.  I 
feel  that  it  is  very  important  that  these  people  recognize  the 
concern  that  has  been  expressed  in  reviewing  the  processes  of 
this  project. 

The  unknown  elements  of  the  plant  speak  for  themselves.  One  is 
the  removal  of  sludge.  We  know  that  sludge  removal  is  a 
tremendously  costly  process.  The  design  of  our  plant,  ultimately, 
has  something  to  do  with  the  removal  of  sludge  because  it  is  a 
process  used  internally.  Another  unknown  is  the 
infiltration/inflow  process.  This  is  a  requirement  of  the  grant 
itself.  These  are  costs  which  the  people  of  Webster  and  Dudley, 
who  do  not  have  the  highest  income  per  capita  in  the  state,  will 
have  to  shoulder.  Facilities  expansion  also  remains  uncertain. 
The  grant  request  for  the  Thompson  Road  project  is  just  the 
beginning.  In  Webster,  we  have  a  facilities  plan  which  will  cover 
the  entire  lake  and  the  outskirts  of  town.  These  costs  are 
projected  at  $10  to  20  million.  The  future  growth  of  our 
community  and  Dudley  is  at  stake,  in  terms  of  what  we  can  afford 
and  whether  or  not  the  plant  is  designed  to  handle  our  waste. 

I  think  everyone  involved  in  the  plant  recognizes  that  we  are 
trying  to  reach  the  same  goal  as  the  state  and  federal 
government--to  meet  our  effluent  permit.  Mr.  Robert  brought  up  an 
important  point.  We  had  the  plant  designed  on  an  interim  permit, 
not  a  final  permit.  Something  does  not  seem  logical  when  we  have 
a  $39  million  facility,  plus  industry  paying  millions  in 
pre-treatment,  and  it  is  all  based  on  an  interim  permit. 

Q.  Moore  -  Let  me  understand  the  3  main  issues  you  are  raising 
because  I  thought  at  least  one  part  had  been  addressed  and  I'm 
interested  to  see  if  you  disagree.  The  information  which  was 
presented  by  EPA  and  the  state  was  that  federal  payments  were 
being  received  in  a  timely  manner. 

A.  Wood  -  I  do  not  agree  with  that.  I  had  our  accountant  put 
together  a  quick  summary  of  our  payments  and  receipts  of 
payments.  We  have  had  8  federal  grant  reimbursement  requests 
throughout  the  course  of  this  project,  starting  back  in  August, 
1988.  The  payment  receipts  were  just  processed  to  us.  One  was 
paid  in  December,  1988,  and  the  rest  in  June  and  July  of  this 
year  .  .  .  with  four  of  them  just  this  past  week. 

Q.  Moore  -  Can  you  suggest  an  alternative  to  the 
first-in/first-out  policy? 

A.  Wood  -  Before  I  specifically  answer  that  question,  I  would 
like  to  make  a  comment  about  the  consent  decree  process.  I  was 
not  employed  by  Webster  when  it  was  issued  to  the  town,  but  I  do 
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know  its  circumstances  from  the  people  in  town  and  the  engineers 
involved  in  the  process.  We  had  already  hired  a  design  engineer 
to  the  design  the  plant  at  the  time  when  the  consent  decree  was 
actually  issued.  I  don't  know  if  the  planning  wasn't  going  fast 
enough  for  EPA  or  DEQE,  but  the  towns  of  Webster  and  Dudley  had 
begun  efforts  to  straighten  out  the  situation.  Therefore,  the 
fact  that  the  consent  decree  was  issued,  as  far  as  I'm  concerned, 
shouldn't  make  us  any  better  or  worse  as  compared  to  other  towns 
who  may  be  upgrading  or  whatever. 

In  regards  to  the  state's  first-in/first-out  policy,  I  think  your 
original  point  about  those  communities  under  consent  decree 
receiving  priority  is  valid.  We  do  have  major  economic  penalties 
to  pay  if  we  do  not  perform  in  accordance.  I  do  not  believe  we 
are  any  better  or  worse  than  other  communities  who  have  done  work 
voluntarily.  We,  as  a  town,  are  trying  to  meet  our  need.  We  have 
a  very  complex  need.  Mr.  Bacon  said  it  himself.  This  plant 
probably  isn't  like  any  other  in  the  state  of  Massachusetts. 

My  contention  regarding  the  first-in/first-out  policy,  as  stated 
in  my  letter  to  Mr.  Taurasi,  was  that  it  should  have  been  more 
geared  towards  per  capita  costs  rather  than  total  costs.  This  is 
brought  into  clearer  focus  when  looking  at  potential  interest 
payments.  Because  of  the  state's  inability  to  deal  with  its 
financial  situation,  our  financial  advisors  at  Shawmut  Bank  have 
projected  that  we  must  spend  $1.2  million  for  one  fiscal  year 
alone  just  to  fund  this  treatment  plant  construction.  The  towns 
of  Webster  and  Dudley  together  have  some  3,700  residential  users 
-about  a  40%-60%  residential/industrial  split) .  It  is  obvious 
that  the  impact  per  capita  on  each  household  is  tremendous  in 
these  towns  as  compared  to  other  towns  with  similar  dollar 
commitments  but  larger  communities.  I  think  this  is  where  some  of 
the  focus  should  be  placed. 

Q.  Moore  -  I  have  no  further  questions,  except  that  I  would  point 
out  that  the  Commission  would  be  interested  in  information 
related  to  borrowing  costs,  particularly  those  directly 
attributed  to  the  plant — not  related  to  the  ability  to  get  tax 
bills  out,  collect,  etc. 

A.  Wood  -  As  you  know,  Representative  Moore,  the  town  has  two 
separate  accounting  processes.  The  state  has  required  us  to  enter 
into  an  enterprise  accounting  system.  All  our  costs  are  contained 
within  this  system.  If  this  project  was  funded  on  the  tax  rate, 
we  would  be  far  above  proposition  2  1/2. 
The  interest  we  have  paid  to  date,  as  of  June  30th,  is 
approximately  $391,000.00.  Our  total  borrowing  program  has  been 
structured  around  the  information  given  to  us  by  the  state,  in 
terms  of  when  they  are  going  to  release  their  funds.  I  was  given 
two  sets  of  information.  One  was  gained  from  a  meeting  on  April 
11th  with  Mr.  Cunningham,  DEQE,  and  the  other  from  a  subsequent 
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letter  sent  to  Mr.  Slota,  Selectman  of  Webster.  Two  separate 
schedules  which  are  somewhat  consistent,  yet  different. 

We  took  these  two  schedules  and  submitted  them,  along  with  the 
construction  schedule  and  the  costs  we  will  incur  monthly  by  the 
contractor,  to  our  financial  advisors  at  Shawmut  Bank.  Shawmut 
projected  out  money  needed  and  interest  to  be  paid  over  the 
upcoming  fiscal  year.  The  receipt  of  all  the  money  that  is 
outstanding  will  change  this  somewhat,  but  we  are  not  assured 
that  payments  won't  be  delayed  in  the  next  fiscal  year,  causing 
further  problems. 

Because  of  our  inability  to  organize  a  borrowing  program,  we  have 
outstanding  short-term  notes  equalling  $10  million.  We  must 
expedite  payment  of  those  or  we  will  be  entering  into  the  topic 
of  arbitrate  law  Mr.  Norwood  spoke  of  earlier.  At  any  rate,  I 
will  revise  this  information  and  submit  it  to  the  Commission. 

Q.  Moore  -  Just  to  be  clear,  the  $391,000.00  is  sewer  plant 
interest? 

A.  Wood  -  Yes,  that's  straight  sewer  plant  interest.  We  had  to 
borrow  between  fiscal  years  and  the  notes  become  due  next  fiscal 
year. 
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Mr.  Brett  Rekola,  Town  Engineer,  Town  of  Webster 

Rekola  -  I  would  like  to  comment  on  a  few  issues.  I  refer  to  the 
first-in/first-out  policy  as  "don't  worry,  the  check  is  in  the 
mail."  I  have  provided  you  with  a  graph  (based  on  Mr.  Wood's 
budget  projections)  which  shows  the  first-in/first-out  costs 
incurred  versus  the  normal  sewer  budget.  As  you  can  see, 
approximately  50%  of  next  year's  FY90  budget  is  due  to  the 
state's  first-in/first-out  policy.  A  tremendous  burden  has  been 
placed  on  a  small  number  of  taxpayers  who  use  the  system.  This 
burden  is  somewhat  offset  by  the  projected  increase  in  revenue 
due  in  when  Dudley  ties  in  September  (revealed  by  third  graph) . 
We  have  increased  sewer  rates  36%.  If  not  for  Dudley  coming  into 
the  system,  it  would  be  substantial  higher. 

There  are  some  problems  that  I  have  observed  in  this  entire 
process.  The  first  starts  with  the  concept  of  the  river  model. 
Each  river  has  a  particular  model  which  is  used  to  set  the 
parameters  for  cleanup  and  treatment  of  the  water.  The  better  the 
model,  the  more  accurate  the  information  used  to  design  the 
plant.  I  would  suggest  that  the  state  and  EPA  look  at  river 
models  as  they  apply  towards  upgrading  plants  or  construction. 
This  is  the  tool  which  ultimately  sets  the  costs  of  the  plant. 
The  second  tool  is  the  consent  decree.  In  our  case,  the  decree 
gives  us  limits  on  phosphorus.  There  are  a  number  of  ways  in 
which  phosphorus  can  be  treated,  and  depending  on  the  river 
model,  this  sets  the  costs  of  the  project. 

I  would  like  to  say  that  Mr.  Klebart  and  Mr.  Slota  were  involved 
in  the  process  from  the  start.  I  tip  my  hat  to  their  efforts  to 
get  the  project  underway  in  time  to  capture  the  proper  funding. 
One  problem,  however,  was  the  lack  of  data  used  to  design  the 
plant.  I  liken  this  process  to  a  bridge.  The  more  refined  the 
data,  the  cheaper  and  thinner  the  member  can  be  designed  to  hold 
up  the  load.  In  similar  fashion,  if  we  were  able  to  set  up  a 
pilot  study,  plus  an  additional  study  of  changing  process 
conditions  at  Cranston  Print  Works,  Anglo  Fabrics,  and  others, 
then  we  could  probably  lessen  our  plant  design.  The  key  way  to 
reduce  costs  at  future  plants,  or  ongoing  plants,  is  to  re-look 
at  data  as  it  changes  during  the  design  process. 

Another  problem  in  this  process  is  the  use  of  value  engineering. 
It  is  structured  more  as  a  basic,  physical  component  of 
engineering  (thickness  of  concrete,  steel,  etc.).  It  does  not 
verify  the  process  study.  One  can  see  great  potential  for  misuse 
of  additional  processes,  included  in  plant  design,  which  thereby 
draws  cost  upwards.  There  should  be  the  same  effort  at  the  state 
and  EPA  level  to  determine  whether  or  not  the  process  being  used 
by  a  particular  design  engineer  is  cost-effective.  We  are  talking 
with  consultants  to  determine  if  the  town,  prior  to  installation 
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of  new  processes,  can  look  at  removal  of  phosphorus  in  a  more 
cost-effective  manner. 

A  more  beneficial  situation  would  be  an  extended  sampling  period. 
We've  taken  steps  to  install  24  hour  composite  sampling  stations 
and  other  equipment  at  local  industries  because  we  feel  we  will 
gain  valuable  design  information  even  before  the  plant  is 
finished.  We've  started  with  the  largest  industrial  user  and  will 
progress  down  the  ladder  accordingly.  I  would  point  out  that  one 
comment  the  state  keeps  bringing  up  is  a  common  project.  In 
retrospect,  this  is  a  red  flag  to  me  that  this  situation  requires 
more  study. 

I  have  a  problem  with  the  fact  that  I  do  not  have  a  future  permit 
from  EPA  or  the  state  as  to  what  their  limits  are  going  to  be.  I 
have  no  way  of  telling  if  I  can  meet  future  permits  (other  than 
the  actual  consent  decree) .  If  we  did  have  an  idea,  it  would  be 
beneficial  because  we  could  possibly  meet  a  number  of  those 
limits  now  to  ensure  that  we  would  not  violate  our  permit  in  the 
future . 

The  best  thing  that  the  state  or  EPA  could  do  is  to  spend  an 
inordinate  amount  of  time  reviewing  contract  documents, 
contractor  claims,  and  general  construction  paperwork.  I  do  not 
see,  however,  an  equal  amount  of  time  being  spent  reviewing  the 
process  design.  This  is  the  major  cost  of  the  treatment  plant. 
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Mr.  George  Schuster,  Group  Vice-President  of  Manufacturing, 
Cranston  Print  Works 

Schuster  -  I  do  have  a  prepared  statement  which  I  will  go 
through.  Before  doing  so,  however,  I  would  like  to  say  that  these 
comments,  naturally,  are  from  our  perspective.  We  are  very 
sensitive  to  the  fact  that  there  are  a  number  of  perspectives  and 
different  sets  of  priorities.  My  statement  reads  as  follows: 

We  appreciate  the  opportunity  to  testify  about  the  Webster/Dudley 
Advanced  Wastewater  Treatment  (AWT)  plant  as  a  case  study.  You 
have  asked  our  views  especially  on  issues  relating  to 
cost-effective  planning  and  design. 

We  believe  that  our  association  with  this  project  has  given  us 
insights  that  may  be  helpful  to  the  Commission.  In  particular, 
the  history  to  date  teaches  four  important  "lessons  to  be 
learned."  These  will  be  summarized  after  a  brief  background  of 
the  AWT  project  and  our  Company's  relationship  to  it. 

Cranston  Print  Works  Company  is  not  only  the  oldest  textile 
company  still  operating  in  the  United  States;  it  is  now  the 
largest  textile  printer  in  the  world.  Our  Webster  Division  has 
been  an  important  part  of  the  community  for  53  years  since  we 
purchased  it  from  the  Slater  interests  in  1936.  We  have  been 
successful  for  so  long  because  we  have  tried  to  meet  all  of  our 
responsibilities  very  seriously.  I  think  we  can  say  without  any 
fear  of  contradiction  that  our  Webster  Division  spends  more  money 
on  environmental  compliance  than  any  other  textile  printing  plant 
in  the  world:  almost  $2  million  per  year,  or  about  $4,000  per 
employee  annually.  Think  about  that.  The  total  wages  for  a 
textile  worker  in  Bangladesh  comes  to  $156  per  year. 

A  large  portion  of  our  environmental  bill  is  in  water  treatment 
charges  which  we  pay  to  the  Town,  as  the  largest  single  user  of 
the  treatment  plant.  After  the  AWT  plant  is  built,  our 
contribution  will  rise  dramatically.  For  reasons  that  will  be 
apparent  in  a  minute,  the  amount  of  the  increase  cannot  be 
predicted  with  any  assurance,  but  it  will  be  very  substantial.  As 
such,  we  have  been  very  interested  in  the  planning  and  design  of 
this  AWT  plant. 

I  am  going  to  pass  quickly  over  a  very  important  subject  that  we 
continue  to  believe  was  mishandled  by  the  regulatory  authorities, 
and  that  is  the  question  of  deciding  whether  an  AWT  plant  is 
needed  at  all.  Hindsight  has  made  that  question  even  more 
pertinent,  but  there  is  no  sense  dwelling  on  it  because,  as  the 
AWT  is  now  being  built,  it  is  literally  water  over  the  dam. 
Nevertheless,  I  would  like  to  say  that  we  were  at  the  forefront, 
starting  years  ago,  in  saying  the  following:  the  need  for  the  AWT 
is  premised  on  a  river  water  model  that  builds  in  many 
assumptions  and  errors.  The  real  world  is  always  a  much  better 
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laboratory  than  a  theoretical  model.  Many  times  the  natural 
resilience  of  ecosystems  surprises  even  experts.  Before 
committing  to  such  an  expensive  option  as  an  AWT  to  achieve  a 
goal,  it  would  make  better  sense  to  combine  Webster  and  Dudley, 
to  optimize  the  existing  secondary  treatment  plant  and  do  a  range 
of  other  suggested,  less  expensive  improvements.  The  actual 
effect  of  these  steps  could  then  be  monitored.  If  the  desired 
results  were  obtained,  then  the  theoretical  justification  for  the 
AWT  would  become  moot. 

We  said  all  these  things  over  and  over  again,  at  a  time  when  the 
AWT  projected  costs  was  $5  million,  when  there  was  time  to  do 
these  other  steps  and  when  river  modeling  was  much  more  basic  and 
inaccurate  than  it  is  today.  Nevertheless,  our  pleas,  in  which 
the  Town  and  other  interested  citizens  joined,  were  ignored  by 
the  regulatory  agencies. 

We  do  not  dwell  on  that  history,  however,  since  the  AWT  plant  is 
now  being  built  at  a  projected  cost  of  $40  million. 
The  chronology  of  the  increasing  costs  is  significant.  From 
estimates  in  the  $5-million-dollar  range  initially,  the  amount 
grew  "slowly"  to  $9  million  by  1986  to  $13  million  in  1987.  In 
early  1988  two  bids  were  opened.  At  the  very  instant  the  highest 
figure  ever  previously  mentioned  by  anyone  was  $15  million.  The 
lowest  of  the  two  bids  was  $33.7  million.  No  wonder  the  Webster 
Patriot  headline  read:  "Webster  Officials  Stunned  ..." 

Today  the  project  cost  is  estimated  at  around  $40  million. 
Others  may  feel  satisfied,  but  to  our  Company  no  satisfactory 
explanation  for  this  sudden  increase  in  cost  has  yet  been  given. 
It  is  poor  planning  on  its  face. 

We  asked  why  and  were  told  that  it  was  simply  a  question  of 
supply  and  demand  in  the  market  for  AWT  contractors.  If  one 
analyzes  that  response,  as  we  are  forced  now  to  do  in  hindsight, 
one  can  penetrate  what  it  really  means.  That  explanation  does  not 
apply  to  the  materials,  nor  to  the  amount  of  labor  necessary  to 
put  those  materials  together.  If  we  assume  that  the  design 
engineer  was  reasonably  good  in  projecting  the  labor  and 
materials  needed,  what  is  left?  The  answer  is  profit  for  those 
involved.  That  is  what  supply  and  demand  in  hindsight  really 
means.  Both  we  and  the  Town  were  forced  to  accept  this 
explanations,  and  the  project  went  ahead. 

Throughout  there  was  intense  regulatory  pressure  to  proceed,  and 
that  caused  both  ourselves  and  the  Town  to  swallow  our 
substantial  doubts  and  move  forward. 

Then  last  March  an  interesting  event  occurred.  A  very  prominent 
wastewater  treatment  expert  from  Utah,  Orris  Albertson,  came  to 
our  Company.  He  said  he  had  become  familiar  with  the  Webster  AWT 
in  another  connection.  As  a  citizen  he  could  not  sit  back  without 
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informing  us  that,  in  his  expert  opinion,  the  AWT  design  included 

very  expensive  elements  that  were  unnecessary  and/or  detrimental 

to  water  quality.  He  was  very  specific  about  what  those  elements 

were. 

I  must  emphasize  that  we  did  not  seek  out  this  expert.  He  came  to 

us  totally  unsolicited,  literally  "out  of  the  blue." 

But  once  he  gave  us  his  analysis,  we  also  felt  we  could  not  just 

sit  back  and  let  the  Town  unknowingly  forge  ahead  with  a  major 

mistake. 

Our  first  thought  was  to  verify  the  expert's  opinions.  We 
investigated  and  determined  who  would  be  the  three  best  experts 
in  the  entire  country  and  we  contacted  them  as  a  panel  to  render 
a  second  opinion. 

These  experts  were: 

Professor  Wesley  Eckenfelder  of  Vanderbilt  University, 
Nashville,  Tennessee 

Professor  David  Jenkins  of  the  University  of 
California,  Berkeley,  California 

Professor  David  Stensel  of  the  University  of 
Washington,  Seattle,  Washington 

These  were  the  best  experts  available,  and  they  were  the   only 
ones  we  consulted.  We  did  not  go  out  and  ask  numerous  experts 
what  they  thought  and  only  glean  out  those  that  were  critical  of 
the  AWT  design. 

All  three  of  the  panel  were  remarkably  consistent  and  uniform  in 
identifying  essentially  the  same  areas  of  design  errors.  They 
were  also  remarkably  quick,  not  in  the  sense  of  hasty,  but  in  the 
sense  of  confident.  To  them,  as  experts,  the  errors  were  so 
patent  and  obvious  that  they  leapt  out  and  did  not  require  a  huge 
amount  of  detailed  analysis  to  uncover. 

I  would  just  like  to  quote  the  initial  letter  that  came  back  to 
us  from  one  of  the  experts,  Professor  Stensel,  as  illustrating 
this  point: 

"I  have  been  associated  with  nitrification  and  phosphorus  removal 
technology  for  my  entire  professional  career,  spanning  21  years 
now,  and  I  have  never  confronted  a  situation  as  bad  as  this." 

All  of  these  factors  were  important  in  our  assessment  of  what 
should  be  done  next.  In  addition,  it  was  pointed  out  to  us  that 
the  design  engineers  not  chosen  for  the  project,  Metcalf  &  Eddy, 
a  firm  of  national  reputation,  had  avoided  these  design  errors  in 
their  proposal.  In  effect,  Metcalf  &  Eddy  became  another  opinion, 
and  all  said  basically  the  same  thing. 


128 


We  felt  we  had  no  other  choice  than  to  bring  this  information  to 
the  Town  and  the  regulatory  agencies.  Starting  in  early  April  we 
have  attempted  to  do  just  that.  We  are  still  doing  it.  It  is 
expensive.  So  far  it  has  been  a  very  frustrating  experience  for 
both  our  Company  and  the  Town.  The  last  meeting  with  the 
regulatory  agencies  was  held  in  Boston  on  June  29.  Both  the 
Massachusetts  DEQE  and  the  federal  EPA  were  represented. 

We  asked  at  that  meeting  for  approval  to  establish  an  objective 
panel  of  other  impartial  experts  to  review  the  design  on  a  very 
urgent  basis  -  without  jeopardizing  the  compliance  deadline  of 
the  Town  -  and  recommend  the  most  cost-effective  course  of 
action.  Follow-up  steps  are  being  taken  by  our  Company  and  the 
Town. 

It  is,  I  believe,  a  fair  characterization  of  the  June  29th 
meeting  that  we  were  made  to  feel  as  if  these  agencies  did  not 
want  to  waste  their  time  even  talking  about  these  important 
subjects,  that  their  minds  were  made  up.  We  were  even  told  at  one 
point  that  more  experts  would  add  nothing.  That  may  be  true  to 
minds  already  set  in  concrete. 

We  hope  this  impression  turns  out  to  be  wrong,  but  at  this  point 
we  can  only  ask:  where  is  the  country  going  in  its  solution  to 
problems  if  its  best  experts  are  not  even  heeded? 

The  tragedy  is  that  this  is  not  just  a  matter  of  dollars.  Some  of 
the  elements  identified  by  the  experts  are  indeed  very  expensive 
and  unnecessary.  But  some  will  be,  they  conclude,  not  only  very 
expensive  but  detrimental  to  water  quality. 

It  is  a  mistake  for  any  regulatory  agency  to  assume,  as  we  get 
the  feeling  they  are,  that  industry  is  not  interested  in  the 
water  quality  aspects  as  much  as  the  costs.  It  can  only  be  in  our 
self  interest,  as  well  as  others  in  the  Town,  that  the  AWT  work 
splendidly.  Because  if  it  fails,  the  costs  and  the  blame  will 
come  right  up  the  pipe  to  us. 

The  process  of  achieving  a  better  design  is  hopefully  not  over, 
although  it  is  in  the  eleventh  hour.  What  lessons  have  been 
learned  to  date?  How  did  we  and  the  Town  find  ourselves  in  a 
situation  of  being  forced  by  regulatory  agencies  to  build  a  very 
costly  AWT  plant  that  the  best  experts  say  will  not  work?  There 
are  four  areas  to  focus  on. 

1.  Regulatory  agencies  should  not  carry  a  presumption  against 
the  municipalities  and  industries  they  regulate. 

It  seems  to  us  that  the  only  possible  reason  for  ignoring  the 
experts  in  this  case  is  that  the  regulatory  agencies  presume  that 
their  purpose  is  to  thwart  agency  objectives.  This  presumption  is 
completely  wrong.  ».. 
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It  is  in  the  interest  of  the  Town  and  its  industries  that  the  AWT 
plant  be  built  as  cost  effectively  as  possible  and  that  means 
both  sides  of  the  equation:  minimum  cost  for  maximum 
effectiveness . 

2 .  Regulatory  agencies  should  welcome,  not  fight,  second 
opinions  . 

In  serious  personal  matters  we  recognize  the  importance  of  second 
opinions. 

Regulatory  agencies  should  do  the  same.  Perhaps  they  should  be 
required  to  do  so  if  they  cannot  act  reasonably  on  their  own 
initiative. 

Possibly  there  could  be  a  legislative  requirement  that  if  the 
regulatory  agencies  do  not  seek  independent  review  of  a  design,  a 
municipality  or  a  POTW  user  may,  at  its  expense,  provide  such  a 
review.  The  agency  would  then  be  required  to  allow  the 
information  to  aid  redesign,  or  explain  its  unwillingness  to  do 
so. 

3 .  Regulatory  agencies  should  not  be  permitted  easily  to  bypass 
their  own  procedures. 

Section  218(c)  of  the  Federal  Clean  Water  Act  established  the 
policy  of  Congress  that  Federal  funding  for  any  project  should 
only  be  for  "the  most  economical  and  cost-effective  combination 
of  .  .  .  systems  ...  at  the  most  economical  cost."  Therefore, 
before  any  grant  is  approved,  the  Administrator  must  conclude 
"that  the  facilities  plan  .  .  .  constitutes  the  most  economical 
and  cost-effective  combination  of  treatment  works"  (Section 
218(b))  and,  if  the  project  "is  projected  to  be  in  excess  of 
$10,000,000,"  then,  "in  furtherance  of  the  policy"  in  subsection 
(c) ,  "the  Administrator  shall  require  value  engineering  review  . 

•       • 

No  value  engineering  review  was  ever  done  for  this  project.  When 
its  absence  was  challenged,  the  explanation  given  was  that  the 
project  was  not  "projected  to  be  in  excess  of  $10,000,000."  In 
light  of  the  $40,000,000  cost,  we  submit  this  is  an  illustration 
of  agencies  being  permitted  to  bypass  their  own  procedures  too 
easily. 

4.  There  should  be  a  procedure  to  require  more   accountability 
and/or  better  explanation  in  all  cases  where  the  bids  exceed 
prior  estimates  by  such  a  huge  discrepancy  as  here. 

In  hindsight,  if  a  hearing  or  other  formal  procedure  had  been 
legislatively  triggered  by  the  astonishing  bids  for  this  AWT 
project,  the  design  flaws  might  have  been  exposed  at  an  earlier 
time. 
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If  so,  the  regulatory  agencies  might  possibly  have  been  more 
receptive  to  expert  opinion  than  they  are  now,  although 
the  first  three  points  above  would  still  have  to  be  overcome  in 
any  event. 

We  hope  these  suggestions  are  useful  in  light  of  the 
Webster/Dudley  AWT  case  study. 

We  also  appreciate  the  interest  of  the  Special  Commission  on 
Infrastructure  Finance,  its  House  Chairman,  Richard  Moore,  and 
its  Senate  Chairman,  Francis  Doris,  in  this  important  topic. 

If  you  stand  back  and  look  at  this  entire  process,  one  of  the 
most  interesting  things  is  that  the  town  does  become  the  lead 
agency  though  which  everything  goes.  With  all  due  respect  to  the 
town,  however,  I  think  they  would  admit  that  they  are  in  the 
worst  position  of  anyone  to  make  decisions  and  deal  with  issues 
such  as  process  design.  Yet  they  are  the  ones  forced  to  stick 
their  heads  out  and  make  decisions.  My  point  is  that  the  town 
does  this  type  of  project  very  seldom.  The  regulatory  agencies 
involved  and  the  design  engineers  are  presumably  doing  this  on  a 
daily  basis. 

If  I  have  expressed  frustration,  then  it  is  because  we  are 
frustrated.  Things  do  not  seem  to  make  much  sense. 

Q.  Moore  -  In  regards  to  recommendation  #2,  is  there  a  point  in 
the  town  going  forward  with  an  independent  study  if  there  is  no 
assurance  that  there  would  be  some  positive  outcome  if  the  study 
did  reveal  unnecessary  elements? 

A.  Schuster  -  I  think  at  this  point,  it  would  be  unfair  for  the 
town  to  hire  its  own  experts.  We  have  already  performed  such  a 
task.  I  think  enough  has  been  shown  to  warrant  the  town's  request 
to  have  an  expert  panel,  within  grant  eligible  funding,  to  look 
at  the  potential  for  improving  the  plant's  design. 
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Mr.  Frederick  Natkin,  Vice-President,  Anglo  Fabrics 

Natkin  -  We  have  been  in  business  since  194  0.  We  have  employed 
approximately  500  people  for  over  the  last  25  years. 
When  the  subject  of  the  Advanced  Treatment  facility  first  came 
up,  we  inquired  about  the  possibilities  of  building  our  own  waste 
treatment  plant.  Our  consulting  firms  assured  us  that  the  type  of 
waste  that  we  produce  would  pose  no  problems  to  building  our  own 
plant.  At  that  time,  we  were  told  that  there  would  be  only  one 
permit  issued  for  the  town  of  Webster.  We  were  also  told  that 
even  with  a  new  AWT  plant  estimated  at  $8  million,  it  still  would 
be  cheaper  for  us  to  be  on-line  with  the  town  rather  than 
operating  on  our  own.  Little  did  we  know  that  $8  million  would 
jump  to  $40  million,  and  operating  costs  increase  from  $1.4 
million  to  an  estimated  $4.5  million  before  construction  is  over. 
I  believe  that  the  EPA  and  the  state  should  consider  alternatives 
other  than  municipal  sewer  plants  for  industry.  It  would  have 
been  more  cost-effective,  cheaper  for  government,  and  safer  for 
industry,  to  run  our  own  plant.  Now  it  is  too  late.  We  have 
invested  too  much  money  in  our  pre-treatment,  which  is  not  what 
we  need  for  our  complete  treatment  plant.  I  would  recommend  that 
in  the  future,  EPA  and  the  state  consider  alternatives  like  the 
one  we  proposed  years  ago,  before  dictating  the  use  of  municipal 
sewers. 

Q.  Moore  -  That  is  an  interesting  point.  The  Commission  would 
like  to  get  more  information  on  this  subject. 

A.  Natkin  -  Certainly. 
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Mr.  Slota,  Selectman,  Webster  Board  of  Selectmen 

Slota  -  I  was  involved,  with  Mr.  Robert  and  Mr.  Klebart,  from  the 
start  of  this  process.  I  place  much  importance  behind  Mr. 
Schuster's  third  point  relative  to  value  engineering.  When  the 
cost  went  over  $10  million  for  the  plant,  the  time-frame  we  were 
working  under  did  not  allow  for  us  to  go  into  value  engineering. 
Consequently,  the  "feds"  allowed  us  a  waiver  to  bypass  the  value 
engineering  process.  Value  engineering  is  a  process  which  would 
have  perhaps  found  some  of  these  issues  out.  It  would  probably 
have  pointed  out  the  end  results  in  the  most  cost-effective 
manner.  We  did  hope  to  get  through  value  engineering,  but  if  we 
did  we  would  have  lost  all  the  grants,  which  would  have  delayed 
the  project  a  few  years. 
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Michael  c.  Wood,  Town  Administrator,  Town  of  Webster 

Wood  -  I  would  like  to  make  one  basic  observation  about  this 
process  for  future  consideration.  One  thing  that  has  happened  is 
that  this  plant  has  been  constructed  with  a  lot  of  information 
missing  for  the  design  consultants.  My  suggestion  is  that  before 
any  of  these  mega-projects  are  undertaken,  someone  be  sent  as  a 
trouble  shooter  into  the  plant  to  checkup  on  processes,  etc.  It 
certainly  would  have  benefited  our  project  since  an  effluent 
permit  could  have  been  modified  based  on  a  river  model. 
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